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_ MANAGEMENT AND LABOR are seeking the best 


method of solving the retirement problem. A real 
measure of financial security is the goal, but there is 
no standard method for achieving this goal. The great 
variation in earnings and working conditions in 
companies and trades create the need for different 
approaches to the common problem. 

Our Pension Trust Division has acquired a unique 
experience in developing all types of pension systems 
for a great number of trades and businesses. This ex- 
perience can be invaluable in working out a pension 
plan to fit the income and employee benefit require- 
ments of your company. We shall be glad to discuss 
with you any pension problem you may have, including 


pension costs. No obligation whatever. 


Write or call the 
PENSION TRUST DIVISION, 
The National City Bank of New York 
and 
City Bank Farmers Trust Company. 
{sk for our Pension Booklet C4. 
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— helps you to get 
Better Records and 
Impressive Letters 


@ How to judge paper proper- 
ties und their value. 

@ How to determine the effect 
of paper prices on total record 
or letter costs. 

@ How to get the correct, most 
economical grade for each spe- 
cific need. 

@ How to choose papers of per- 
manence, durability, prestige. 


These and the other essential guides 
to efficient paper selection are fully 
treated in the clearly-written, amply- 
illustrated pages of this new, free 
booklet. If you use, select or buy 
record or letter papers, you will find 
this handbook invaluable in helping 
you make the proper choices. Send 
for your copy now 
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CONGRATULATIONS 
Editors, THE CONTROLLER: 


Thank you for advising me that the 
Metropolitan Life Insurance Company has 
used our article on ‘Safeguarding Records 
from Air Raids.’’ It is good to know that 
the article is receiving the attention of the 
Metropolitan. 

I enjoy reading THE CONTROLLER each 
month when it comes in. I particularly en- 
joyed the article by Wayne Marks entitled 
“The Organization of Research Activities 
Under the Controller,” which appeared in 
the October 1951 issue. Congratulations 
on the work you are doing. 

M. R. ODERMATT 
Seaplant Chemical Corporation 
New Bedford, Mass. 


TAX TABLE 
Editors, THE CONTROLLER: 


On page 168 of the April 1951 issue of 
THE CONTROLLER a very interesting table 
of “Income Taxes 1940-1950” was pub- 
lished. 

Our Association issues a monthly news- 
letter to its members, and we would like 
to obtain permission to use this table. We 
would give proper credit to THE CON- 
TROLLER if you will grant such permission. 


FRANK M. CONLEY 

Corresponding Secretary 

Governmental Accounts and Analysts As- 
sociation 

Detroit, Mich. 


The Editors 


Permission evranted. 





INSU KANCE 


Chica Neu York 


Washingtor 





New Wage Stabilization Rulings on 


Employee Benefit Plans 


The new regulations of the Wage Stabilization Board 
can have an important effect upon your employee 
benefit planning. We are well equipped to assist you 


in your study of this vital problem. 
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BOOK VALUE 


Editors, THE CONTROLLER: 

In connection with the forthcoming 
publication of a cost accounting textbook 
of which I am the senior author, I should 
like to receive your kind permission to 
employ a short quotation from F, D. New- 
bury’s article entitled, ‘Forecasting Pro- 
duction,” _which appeared in the June 
1946 issue of THE CONTROLLER. A foot- 
note will give full credit to author and 
publication. 

ADOLPH MATz 

Associate Professor of Accounting 
University of Pennsylvania 
Philadelphia, Pa. 

Permission granted to use excerpts from 
Mr, Newbury’s article. Mr. Newbury is also 
the author of "Business Forecasting,” a sur- 
vey of business practice and methods pub- 
lished by Controllership Foundation, Inc. For 
details about this study and its cost, write 
Controllership Foundation, Inc., One East 
Forty-second Street, New York 17, N. Y. 

The Editors 


“IN DEMAND” 


Editors, THE CONTROLLER: 

It is requested that five copies of the 
digest entitled “Executive Action” by Ed- 
mund P. Learned, David N. Ulrich, and 
Donald R. Booz, which appeared in the 
November 1951 issue of THE CONTROL- 
LER, be supplied this office. 

Reprints of the following articles are 
also requested: ‘The Organization of Re- 
search Activities under the Controller” by 
Wayne C. Marks and “Internal Control Is 
Cost Control’ by H. M. Stiller. Both ar- 
ticles appeared in the October 1951 issue 
of THE CONTROLLER. 

Howarpb G. WALLIs 
Colonel, USAF 
Comptroller 

Tinker Air Force Base 
Oklahoma City, Oklahoma 


HIGHLIGHTING 


Editors, THE CONTROLLER: 

The George Washington University has 
recently been selected by the Department 
of the Navy to conduct a Graduate Comp- 
trollership Program for selected senior of- 
ficers. 

Although many of our students sub- 
scribe to THE CONTROLLER, we feel that 
it would be advantageous to meg ar- 
ticles from time to time in order to high- 
light a specific point. May we have your 
permission to reproduce future articles for 
student use ? 

Jor L. Jessup 

Assistant Dean 

The George Washington University 
Washington, D. C. 


Permission granted. 


—The Editors 
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An exclusive feature of Underwood Elliott Fisher You can complete all related records 
models...the Flat Writing Surface permits inserting in a single operation on this versatile 
forms as easily as placing papers on your desk. all-purpose accounting machine. 


On this SINGLE machine 








you post ALL applications 


Post all related records simultaneously, as fast as you can write, 
Billi on this all-purpose machine...whatever your application... re- 
1 ing ; : ; , i ; 
gardless of style, size or arrangement of the forms you use. 
Postings are made on a completely electrified Single Typing 
Keyboard, by the “touch” method. Only 10 numeral keys handle 
all figure work. Balances and column totals...as many as 30... 
a ‘ } 
Accounts Payable are computed automatically. 
P ll Carbon paper handling is no problem, because the Roll Carbon 
ayro Paper feature completely eliminates handling loose sheets. 
Learn how this all-purpose Underwood Elliott Fisher Electric 
Accounting Machine will do your work in the way you want it 
done...faster, easier, complete in every detail and certified cor- 
rect...whatever your individual accounting problems. 


Accounts Receivable 


TAKE THIS FIRST STEP NOW—MAIL COUPON 


Underwood Corporation, One Park Avenue, New York 16, N. Y. C-3-52 


Underwood Corporation . Please send me illustrated literature and full information 


about the Underwood Elliott Fisher Accounting Machines. 
Accounting Machines... Adding Machines 
Typewriters...Carbon Paper... Ribbons Name of Company 
One Park Avenue, New York 16, N. Y. ‘ Your Nome and Title 
Underwood Limited, Toronto 1, Canada ; 
Sales and Service Everywhere 


Street Address 


©1952 e City 





Forthcoming Features 


IN THE CONTROLLER 


%&e PENNY ELIMINATION 
by Robert H. Birkhold 


%e THE CONTROLLER LOOKS AT DEFENSE PRODUCTION 


by Christian E. Jarchow 


%& PERIODIC CHANGING OF OUTSIDE AUDITORS 


by Winfield |. McNeill 


“HIGH STANDARDS MAINTAINED” 
Editors, THE CONTROLLER: 

I believe the entire organization of THE 
CONTROLLER is to be commended for the 
high standards maintained by this publi- 
cation. I find the articles to be well written, 
varied in content, and of considerable as- 
sistance to the work of our division. 
WARREN J. Faust 
Controller 
Bridgeport Brass Company 
Bridgeport, Conn 


WHAT DO YOU THINK? 
Editor 


I have read with great interest the ar- 
ticle by C. Aubrey Smith and Jim G. Ash- 
burne in the December issue called “In 
ternal Blueprint: The Controller Reports 
to Top Management 

It occurred to me that this survey was of 
seriously 


THE CONTROLLER 


considerable importance but 
limited by the fact that so few companies 
Wouldn't it be an im 
undertaking to have 


send a questionnaire 


partic ipated 
mensely valuable 
Controllers Institut 
on this subject to its entire membership ? 
The results of such a survey would be 
most valuabl« 

Congratulations on the excellent job you 


are doing with THE CONTROLLER 
HENRY SCHINDALL, C. P. A 
New York 


THE CONTROLLER 


DOUBLE TAKE 
Editors, THE CONTROLLER: 

A seminar was held in the Management 
Center in New York in October 1951 un- 
der the auspices of the American Manage- 
ment Association on the “Organization of 
the Chief Executive's Job.” Mr. J. C. 
Fuller, Chief, Management Office, Jeffer- 
sonville Quartermaster Depot, U. S. Army, 
attended the seminar, and has prepared a 
report thereon. 

This office proposes to reproduce Mr 
Fuller's report for distribution to various 
persons in installations in the Quarter- 
master Corps. Upon a review of the final 
draft of Mr. Fuller’s report, it is found 
that it contains the following excerpts 
from THE CONTROLLER: November 1950, 
E. F. Fitzmaurice, “The Essence of Con 
trol. 

Your consent to the inclusion of the 
foregoing excerpts in the proposed report 
would be greatly appreciated by this office 
T. W. WILLIAMS 
Office of the General Counsel 
Quartermaster General 


Washington, D. ¢ 


Editors, THE CONTROLLER 

A representative of this Depot attended, 
in October 1951, a seminar held under aus- 
pices of the American Management Asso- 
ciation on the “Organization of the ¢ hief 


Executive's Job.” 
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In order to gain maximum utilization 
of the results of the seminar it has been 
decided to prepare a report which will ap- 
ply principles of organization, delegation 
and control to the command and manage- 
ment of installations of the Quartermaster 
Corps. It is highly desirable in this report 
to quote various authorities on the subject. 

The report will not be sold, or offered 
to the general public, and will have an 
official distribution without charge to key 
personnel within the Quartermaster Corps. 
It is quite probable that this official dis- 
tribution will result in increased interest 
in the complete works cited in the report. 

Permission is requested to make specific 
quotations with full credit given, from the 
following publication: ‘The Essence of 
Control” by E. F. Fitzmaurice from the 
November 1950 issue of THE CONTROL- 
LER 
JOHN J. MADIGAN, Colonel 
Jeffersonville Quartermaster Depot 
Jeffersonville, Indiana 

Permission granted. The Editors 
REPEAT PERFORMANCE 
Editors, THE CONTROLLER: 

Please duplicate the wonderful January 
issue. 

I can’t find a bill from you for my sub- 
scription. Please renew it if it is about to 
run out. 

Davip ALLEN COULTER 


ERRATUM 
We thank reader J. J. Balsom for calling 
our attention to a transposed figure in the 
opening paragraph of "Lifo as an Operating 
Tool” by Henry Keyserling in our February 
1952 issue. The correct figure is: 
. in 1950 there were 136 out of 525 
companies using this method [LIFO}.” 
The Editors 


W. T. CHAMBERLAIN INC. 


103 PARK AVENUE 
NEW YORK 17 


MURRAY HILL 3-2942 


Insurance 


Consultants 


The largest analytical or- 
ganization of its kind which 
does not sell insurance 











fat this same employee 


— and reduce your clerical 
costs 40 to 60% 


One firm says: “We found that any girl who could 
operate a typewriter could be effectively trained on the 
Remington Rand accounting machine in 30 minutes—and 
immediately begin to produce a fair day’s work. On the 
other hand, our experimental operation of other machines 
indicated they would require substantially more special 
training and that we might be unable to find the proper 
personnel in a tight labor market.” 


Easiest to use of all the accounting machines. You can 
get all the benefits of modern, mechanized accounting with- 
out upsetting your accounting department. Your present 


Booklet AB-392 shows you how to slash your net book- 
keeping costs by 40°% to 600%. Ask your local repre 

sentative, or write to Management Controls Reference 
Library, Rm. 1720, 315 Fourth Ave..New York 10.N.Y 


Remington. Fkand. 


See this easiest-to-use of all the accounting machines 
at our Business Equipment Center in your city. 


employees, familiar with your procedures, can easily oper- 
ate this machine. 


100%-electric. The operator simply enters amounts and 
descriptions on the single keyboard, which has standard 
alphabet keys and only ten numeral keys for all figure work. 
The rest of the job is done automatically by the machine, 
giving you completed and proved records with up-to-date 
balances. 








Guest Editorial 

“Unfortunately most American people im recent years 
have mistaken material wealth as a principal means to a 
higher life. In our everyday affairs we get further away from 
the thought of the important part that God plays in our ac- 
tivities. Many of our problems, from international right 
down to our local communities, can be traced to the con- 
tinued increase in the lack of proportionate participation in 
our religious facilities and programs. We should give more 
thought to including in our ambitions the quotation, "If it be 
God's will.” We should more frequently seek His guidance 
in our endeavors and should show more active gratitude for 
His kindness.” 


The above was taken from a speech by Institute member, 
Theodore Gloisten, to a Grand Jurors Association, a group 
of public-spirited men who probably needed the admonition 
less than many other citizens. During the war, in North 
Africa, I was impressed by the regularity and insistence with 
which every Arab qualified his plans—''God willing.” I be- 
gan to wonder if the average Moslem was more aware of the 
greater force that bears upon every daily activity than the 
average Christian. 

It was a source of pride and encouragement to find the 
above quoted paragraph in an active, practical controller's 


speech. 
The Siphon System in Taxes 


It appears that a new system of spurious and misleading 
philanthropy has taken widespread root in our tax and gov- 
ernmental system without having attracted the public atten- 
tion it deserved. 

The Federal Government takes money from the citizens 
in taxes, siphons it up through the Federal Treasury and 
down to state governments in the form of grants for edu- 
cation, highways and agriculture. 

The State Governments collect taxes direct from the citi- 
zens and siphon them up through the State Treasury, then 
down to county and municipal governments in the form of 
grants for highways. schools, and unemployment benefits. 
And these local governments seem to exert a good deal of 
suction on the siphon. 

Although the load of federal taxation has grown more 
rapidly than the state and local, the burden of tax computa- 
tion and reporting at the state and local level has grown 
more rapidly than the federal. 
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More states have invented more kinds of taxes and found 
ways of applying those taxes to more out-of-state citizens. 

These comments represent a group of trends which the 
State and Local Tax Committee of Controllers Institute be- 
lieves are of major importance to controllers. Not only is the 
direct burden of taxes and tax computations involved, but 
already some of the state tax laws and methods of adminis- 
tration are serving to restrict interstate commerce. Sellers, in 
many instances, have withdrawn from doing business in 
certain states rather than fight the tax problem. Yet, we all 
know that the free flow of interstate commerce has been one 
of the important factors in building the high productivity 
of American industry and our American standard of living. 

What can controllers do to assist small groups of far- 
sighted and public-spirited citizens attempting to improve 
the budgeting and control functions of state and local gov- 
ernments and to simplify the tangled systems of state taxa- 
tion? The Controllers Institute Committee believes that 
much can be done by widespread and concerted effort. THE 
CONTROLLER will be glad to relay to the National Commit- 
tee any comments or information from interested readers. 


Owner Management 
vs. Professional Management 


Sometimes we can see ourselves more clearly and in a 
better perspective at a distance. Some top-drawer Ameri- 
can executives recently visited Europe in teams arranged 
by the Economic Cooperation Administration to discuss 
management problems with their opposite numbers in 
European industry. They came back with a new light on 
why socialism and communism are unpopular with Ameri- 
can citizens. They have concluded that a good part of the 
credit belongs to management—the enlightened _profes- 
sional management that has grown up with the development 
of large corporate enterprise in this country. 

Here's how they reach that conclusion: they found in 
European countries a much larger proportion of family- 
owned business than in this country; they found a much 
larger proportion of management executives recruited by 
reason of family blood or ties than by a selection based upon 
ability and performance. They found such owner manage- 
ment, on the average, less inclined to share with their cus- 
tomers and employes the benefits of increased productivity, 
than is professional management in this country. 

The result, they find, is a tendency of employes to listen 
favorably to socialist and communist doctrines; plus the 
inevitable fact that those countries have not built mass- 
market purchasing power so rapidly as management in this 
country, where increased productivity is constantly shared in 
terms of higher wages. The concept of this ‘regenerative 
circuit’’ of purchasing power, which has built the American 
standard of living and American industrial capacity, is al- 
most entirely foreign to the thinking of most owner man- 
agers in Europe. 

Controllers, along with top management in America, can 
be proud of their accomplishment; for who more fully 
epitomizes the development of professional management 
than the controller, whose job was barely known 20 years 


ago? —W/ALTER MITCHELL, JR. 
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American Lithofold planned business forms 
SAVE YOU 2 HOURS PER DAY PER GIRL 


FILL OUT AND MAIL 


EXPERT SIMPLIFICATION OF FORMS IS THE ANSWER iteetelil tel Mt lel aT 


Every useless move, every unnecessary carriage 
return, every avoidable tabulation and align- 
ment is eliminated by American Lithofold Sys- 
tems Engineers. Savings in time and effort are 
planned to free a girl for 2 extra hours of work 
a day. Our proof is conclusive — you have only cee 
to see it to believe it. Get the facts today! ; raphic Tracer-lig 
4 our informative a with your planne 
Send vs yO". s possible 
lin saving 
SEE PHOTOGRAPHIC PROOF IN Brochure reve 8 c 
: ° 

EYE-OPENING FREE BROCHURE amici 

Name 
Tracer-light and stop-watch tests reveal the substantial savings Compony 
possible with American Lithofold re-designed forms. These sur- Address 
prising figures con be duplicated for YOU! 

City 

NOTE: Typewriter attachment shown above is special Signature 
apparatus used only for tracer light tests 
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“Sit down. It’s worthwhile listening!” 


As we offer you our hand on this business call, 
Royal Typewriter Company brings you a new business 
machine. 

Your own records will show what a sound invest- 
ment your present Royal Standard Typewriters are. 
They stay on the job longer with less time out for 
repairs. 

You know your typists like them. Surveys show that 
girls who type prefer Royal 214, to 1. And the business 
world thinks about the way you do, because Royal 
makes and sells more typewriters than any other 
manufacturer. 

In fact, the Royal Standard Typewriter is the 
world’s no. 1 typewriter . . . the finest, most rugged 
writing-machine ever built. 

And now comes the Royal Electric Typewriter, made 
with the same care and engineering experience that 
has won a world-wide reputation for the Royal 
Standard. It’s the favorite Royal Standard—with 


power added. 


STANDARD « PORTABLE ¢ ELECTRIC 


Made By The World's Largest Manufacturer Of Typewriters 





There’s a place in your office for this new Royal 
Electric. No matter how many standard typewriters 
you use, there are special typing jobs that call for 
Royal Electric. 


With it you can step up production on some jobs 
and thereby lower office costs. You can get out more 
letters. Invoices. Stencils. And free typing-personnel 
for other work in the bargain. 


The coupon will bring you details about this newest 
member of the Royal Typewriter Family. 





Royal Typewriter Co., Inc. Dept. 59 
2 Park Ave., New York 16, N. Y. 





Progress,”’ describing the Royal Electric. 
TED 





COMPANY wali 








ADDRESS 
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Social Responsibilities of Business: 
What, Why and Where To? 


Harry A. Bullis 


It is a moot question whether we should 
properly go to business for the answer to 
our question. Perhaps the public should be 
consulted first. From either source we 
have a wide variety of answers. But nearly 
everyone agrees these days that business 
has obligations to society. The public ex- 
pects more and more of business. 

A good measure of this social concept 
dates back to the economic collapse of the 
thirties when, rightly or wrongly, industry 
was arraigned at the bar of public opinion. 
Much that has happened since has tended 
to offset this condemnation of business. 

It is perhaps significant that in recent 
years American enterprise has shown a re- 
markable willingness to shoulder new so- 


O™ OF THE GREATEST MEN in the glo- 
rious history of these United States 
started out as a printer's devil in Pennsyl- 
vania, and later owned his own shop. It 
was after he became an employer of men 
that Benjamin Franklin shrewdly ob- 
served: “When men are a they 
are best content'd; for on the days they 
worked, they were good-natur'd and cheer- 
ful, and, with the consciousness of having 
done a good day's work, they spent the eve- 
ning jollily; but on our idle days they were 
mutinous and quarrelsome, finding fault 
with their pork and bread, and in continual 
ill-bumor.”’ 


PROVIDING STEADY JOBS 

Franklin put his finger on the first and 
greatest social responsibility of business. It 
is to provide jobs. Repeated opinion polls 
have shown that the public defines this as 
industry's first and greatest responsibility. 
But there are overtones here that go be- 
yond merely providing employment. To 
provide a job, industry must create goods 
or services; it must show a profit, which is 
the reward for producing goods or serv- 
ices. The result is not only a job, but goods 
with which to reward the holder of that 
job. In this simple rule we have the wheel 
of economics which business must keep in 
motion through the productive investment 
of venture capital, and the fulfillment of 
its economic Mission. 


cial obligations. These responsibilities are 
changing and, for the most part, growing. 
They are growing into something scarcely 
dreamed of by the classical economists, and 
least of all by that architect of error, Karl 
Marx, to whom the dictatorship of the pro- 
letariat was the ultimate end of all social 
and economic change. 

Today we know that in America we 
have something approaching a people's 
capitalism, and the people are day by day 
becoming more and more a part of that 
capitalism. It is a people’s capitalism with 
industry shouldering more of the social re- 
sponsibility for our order, and pointing the 
way to increased production of goods and 
services for a better life for all. 


But this responsibility does not end with 
the mere job. It should be steady employ- 
ment. It should involve good labor rela- 
tions. This means good human relations, 
offering a chance for advancement, and 
good wages. It must offer employe benefits 
above and beyond the pay for a day’s work. 
In demanding “'fringe benefits,” the work- 
ers are saying at leastiin part, “We want 
the employer's help in spreading our in- 
come more evenly over a longer period of 
time.” All these are part and parcel of that 
social responsibility for jobs. 

One of the great social challenges before 
business today concerns leveling off the 


peaks and valleys of employment. Some 
progress has been made, with staggered 
production schedules, diversification of ac- 
tivity, appointing Steadier Jobs Commit- 
tees, analyzing lay-off experience, and 
studying company policies on personnel, 
sales and production. But a great deal more 
remains to be done. 

Not many months ago I heard the emi- 
nent London economist, Dr. Geoffrey 
Crowther, discuss the European concept of 
business responsibilities to the public. Dr. 
Crowther said that in Great Britain, the 
idea of mass production and greater vol- 
ume at lower prices was abhorred. It 
simply was not good business to sell goods 
at too low a price, because it deprived busi- 
ness of the wherewithal to pay good wages 
and to provide jobs. 

In America the fiercely competitive busi- 
ness system seeks more and more goods at 
lower and lower prices. A good many com- 
panies, which showed little sense of social 
responsibility, have made a great social 
contribution by reducing the price of 
goods through increased productivity and 
greater efficiency. More people were thus 
able to buy, and to enjoy the fruits of our 
system. 

On the other hand, witness the accept- 
ance of social responsibility by one indus- 
try—the automotive—in the months fol- 
lowing World War II and the lifting of 
controls. The real market value of automo- 
biles was often much greater than their 


HARRY A. BULLIS has had a career that carried him from 
modest circumstances as a mill employe in 1919 to chair- 
man of the board of the world’s largest milling company, 
General Mills, Inc. This career included secretary-comp- 
troller (1928), vice president, director, a member of the 
executive committee and vice president in charge of opera- 
tions (1934). In 1940 he was elected executive vice president 
and in 1942 was named president. On January 1, 1948 he 
became board chairman. This talk was delivered before the 
326th Meeting of the National Industrial Conference Board. 
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factory list prices. It is true that many 
dealers took advantage of this. But the fact 
remains that for more than two years, man- 
ufacturers sold automobiles at less than 
their market value because of a peculiar 
brand of responsibility that has developed 
in the American economy in comparatively 
recent times. 

We who are concerned with the man- 
agement of industry must recognize the 
importance of publi We must 
help the people to see that the corporation 
does more than furnish jobs, produce 
goods, and make a profit for its owners 
that it is a major instrument of economic 
and social progress. And we must proceed 
to make it just that. We cannot expect co- 
operation unless we are willing to cooper- 
ate. The more we help others to succeed, 
the better assured will be our own success. 


opinion 


CORPORATE CITIZENSHIP 

We often hear it said that a corporation 
should be a good citizen of the commu- 
nity. Just what does this mean? What are 
the requirements for good citizenship in 
the individual ? 

The good citizen is self-supporting. 
He pays his debts and provides for his 
family. He is fair in his dealings with peo- 
ple. He is eager to improve the health, edu- 
cation, and social welfare of the commu- 
nity in which he lives, and he works with 
others to that end. He contributes to 
charity according to his means. If he has 
the qualifications for leadership, he is will- 
ing to assume its responsibilities. 

It is the same with the corporation. To 
be a good citizen it too must be self-sup- 
nake a profit. Also it 
public-spirited and 


porting , it must 


must be considerate, 


charitable, concerned with the welfare of 
the community and the nation. Its philoso- 
phy of service should be as tate. as the 
scope of its corporate activities; the larger 
the company, the greater its obligation for 
service. 


ECONOMIC SECURITY FOR EMPLOYES 

How far does industry's responsibility 
go in the matter of economic security for 
its employes? There has been a consider- 
able shift in thinking about this in recent 
years. No longer is it considered entirely 
the responsibility of the individual and his 
immediate family to provide for old age, 
illness, and misfortune. The state has 
shouldered a share of the burden, and in- 
dustry is recognizing that it cannot escape 
an obligation to help its employes when 
they are no longer able to work, but we 
must build these programs so as to 
strengthen, rather than weaken the cor- 
poration, the individual and the economy. 
It must be remembered that unless in- 
creased costs are accompanied by a rise in 
productivity, these increased costs must be 
passed along to the ultimate consumer. 
Employe benefits are a part of costs. 
Hence, with employe security there is a 
corollary responsibility to increase produc- 
tivity. 


EDUCATING STOCKHOLDERS 

Executives of corporations have a social 
responsibility as well as an economic obli- 
gation to the stockholders who provide the 
capital. 

In our company we believe in friendly 
personal contact, and we try to establish 
such contact with as many stockholders as 





“Why can’t | see a few bushels 
of the wheat first?” 


THE CONTROLLER 


possible. James F. Bell, founder and 
5, a $e ob wg ee eee MARCH 1952 





108 











former board chairman of General Mills, 
originated the idea of having regional 
meetings with stockholders throughout the 
country. We held our first series of re- 
gional meetings in 1938, and (except dur- 
ing World War II) we have held them 
every second year since then. 

These regional meetings are conducted 
by the chairman of the board, who greets 
the stockholders at the door. Then a num- 
ber of company executives give brief talks, 
and a moving picture is shown which tells 
the story of the year's events. The board 
chairman and the comptroller answer ques- 
tions that have been sent in or that may be 
asked from the floor. Refreshments are 
served by members of our Betty Crocker 
Home Service Department, and after that 
the stockholders are free to look at exhibits 
and to visit with executives. Last fall we 
held meetings in ten cities scattered from 
New York to San Francisco 


WELFARE PROJECTS 

Good corporate citizenship requires that 
the corporation be public-spirited, willing 
to carry its share of charitable and welfare 
responsibilities. The support given to wel- 
fare organizations may.take the form of fi- 
nancial contributions, assistance in obtain- 
ing contributions from employes, and 
participation by company officers and em- 
ployes. 

It is difficult to decide which of the 
many good causes are worthy of support in 
this day of philanthropic giving. Thou- 
sands of organizations try to claim a share 
of the funds that business sets aside for 
contributions. Most of these are doing 
worth-while work. The problem is for each 
company to narrow the field so that its giv- 
ing will be effective and commensurate 
with its size and earning power. 

Most companies believe that their pri- 
mary obligations are to the localities in 
which they operate. Donations to local 
causes may benefit the company’s own em- 
ployes directly or indirectly and so benefit 
the company. Furthermore, giving to local 
projects enhances the company’s prestige 
in the community. 

Selecting the other projects and causes 
to which contributions are to be made de- 
mands careful study. 


HOW MUCH TO GIVE 

Beardsley Ruml favors giving the full 5 
per cent that the law allows, and he makes 
out a very good case for his contention. At 
present the aggregate contributions of in- 
dustrial corporations are probably less than 
1 per cent of profits before taxes. This is 
only one fifth of the amount which indus- 
try could deduct for income tax purposes. 

If corporations gave the full 5 per cent, 
over $2 billion would go for charity, edu- 
cation, research, and the like. However, no 
responsible board of directors will set up a 
program for giving away 5 per cent of 
profits unless they are convinced that it is 


good business to do so. They must be pre- 
pared to justify their action to their stock- 
holders, to the public, and to the Govern- 
ment. 

But Mr. Ruml does more than advocate 
corporate spending to the limit of the 5 
per cent Federal Income Tax deduction. 
After suggesting several types of new cor- 
porate spending that might be deductible 
for tax purposes, he goes on to say: 

“Generalizations are dangerous, and ex- 
ceptions will always occur, but I think a 
broad rule may be stated that the payment 
of an excess profits tax by a company in 
1952 gives a presumption of managerial 
inadequacy—not proof necessarily, but 
certainly a symptom, that the planning and 
control of a company’s affairs leave some- 
thing to be desired.’’* 

It seems to me that this generalization 
ignores some pertinent facts. First of all, 
in these days of excess profits taxes, cor- 
porate spending, whether it be for char- 
itable purposes within the 5 per cent 
framework, or on a strictly business opera- 
tion basis, establishes patterns that will 
have to be recognized in the future. If we 
carelessly live over our heads now— 
whether because of the excess profits tax or 
otherwise—we may well be engulfed once 
the emergency is over. 

Another important consideration is the 
fact that dollars that are given away, 
whether in excess profits tax brackets or 
not, first have to be earned. They are dol- 
lars that normally would be profit dollars, 
and many of them would find their way 
into channels of capital formation. 

Under capital formation we group the 
purchases of inventories, machinery and 
equipment, and new factories. Here we 
have the money for ‘the machines which 
make machines,”’ and for building our liv- 
ing standard far into the future. The pur- 
pose of excess profits taxes is to syphon off 
these dollars and apply them toward the 
staggering cost of rearmament. I do not 
think for a moment that our Government 
will permit that purpose to be thwarted on 
any large scale. Anything we do to defeat 
this purpose, defeats the purpose of our 
Government. 

In other words, despite the 18-cent dol- 
lar resulting from the excess profits tax, we 
must be prepared to defend every item of 
expenditure in the light of our social re- 
sponsibility to the public which made those 
dollars available, and to the Government 
which as the servant of the public has 
asked us to pay the excess profits taxes into 
the Federal Treasury, and to the stock- 
holders as owners of the business. 

This does not mean that I approve in 
any way of the excess profits tax principle. 
But disapproval does not license unpro- 
ductive expenditures. 

Remember that the Department of In- 
ternal Revenue and the courts will have the 


* Address by Beardsley Ruml before Gas 
Appliance Manufacturers Association in Chi- 
cago, April 17, 1951. 


IMMUTABLE LAWS 


For nearly 20 years we have been told that the laws which 
were made by our forefathers, and the principles which they 
established 175 years ago, have become obsolete. We were 
told that those fundamental laws cannot be expected to ap- 
ply to the complex and difficult problems which we face in 
this modern industrial age. We were told that the time had 
come when we had to adopt new ideas and new principles. 


Now that sounded so logical 


and so perfectly reasonable 


that we fell for it, hook, line and sinker. We didn’t stop 
to think that the laws of navigation are centuries old, yet 
they still apply to airplanes just as well as to ships. A thou- 


sand years ago men reckoned in dozens what they now com- 
pute in billions, but the laws of mathematics remain im- 


mutable. And so do the laws of physics 


istry and God. 


BENJAMIN F. FAIRLEss, Presiden 


and of chem- 


f United States Steel 


Cor poration, in a Commencement Day address, St. Lawrence 


University, Canton, New York, June 10, 195 
less vrecei ed an honorar) de gree of Doctor ¢ 


final word on what shall be construed as a 
deductible business expense, as opposed to 
a capital outlay that is not deductible. 

The present graduated income tax rates 
and the excess profits tax give an economic 
advantage to old, well-established com 
panies. The company that is growing 
rapidly, with profits considerably above 
those of the base period, has a larger part 
of its earnings subject to the excess profits 
tax than does the older company that has 
passed the stage of rapid growth. The need 
for working capital in growing companies 
is often so great that they must retain their 
18-cent dollars for usd in the business 


CHARITABLE FOUNDATIONS 

The need for charity is usually greatest 
when business profits are small and cor 
porations are least able to give. As a way 
of equalizing gifts from year to year, and 
giving more when the need is greatest 
some companies set up foundations or 
trusts to which their annual contributions 
are donated. 

The tax deduction is allowable to the 
corporation for all payments to the founda 
tion (up to 5 per cent of profits) whether 
the foundation pays the money out imme- 
diately or holds it in reserve. The founda- 
tion must qualify as a tax-exempt entity, 
and no money donated to it can ever revert 
to the corporation. 

However, there are certain disadvan- 
tages in the foundation plan. While the 
company can specify the field to which the 
foundation’s contributions are to go—such 
as education, medical research, or eco- 
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nomic research—it can exercise little con- 
trol over the selection of specific projects 
or organizations. Some of the company’s 
contributions may go to projects in which 
it has no interest whatever. In addition— 
and this to me is the chief objection to the 
separate foundation—the cost of adminis- 
tering it is considerable 

CONTRIBUTIONS OF TIME 

It is our custom in General Mills to give 
the fullest cooperation to the Red Cross 
and to the local community funds. Em- 
ployes solicit funds from other employes 
on company time. 

Officers and employes take an active part 
in community welfare organizations, local 
chambers of commerce, and the like. They 
serve on hospital boards and conservation 
committees, they direct Junior 
Achievement projects. Whenever neces- 
sary, they are allowed time off during busi- 
ness hours for these activities. Most large 
corporations follow similar policies. 

I believe that our own time is about the 
most valuable contribution we can make. 
Backing up financial support with personal 
participation in the work of the cause sup- 
ported helps the cause and is always desir- 
able. As Lowell said in “The Vision of Sir 
Launfal”’ 


and 


2, but what we share, 


gift without the giver is bare.” 

I consider cooperation with education 
one of the most important social responsi- 
bilities of industry. There are two ways of 
working with education. One, the vicarious 
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“Break off those icicles, Carter! They're depressing!” 


approach, consists in contribution to en 
dowment funds and supporting founda- 
tions, scholarships, grants in aid, and so 
on. The second is the direct method, by 
which individual businessmen work ac- 
tively with educators, rub elbows with 
them, and try to be of direct assistance. 
We consider the second method more ef- 
fective, and we sponsor projects that will 
enable leaders on both sides to understand 
each other's problems and viewpoints. 


NUTRITION EDUCATION 

In General Mills we have emphasized 
direct contact with educators. An example 
of this approach is our program of nutri- 
tion education assistance to schools. It was 
a logical entree because we are interested 
in diet and nutrition. Food habits are 
largely established in early childhood, so 
we decided to work with children in lower 
grades, cooperating with the schools in de- 
veloping a program. We have distributed 
posters for use in the school room, pam- 
phlets for the mothers’ use, handbooks for 
school administrators, guidebooks for the 
classroom teachers, and materials for 
evaluating children’s diets, all on request. 
Through teachers’ colleges, summer work- 
shops, and work with individual teachers, 
we have helped to carry the story of good 
eating to 15 million students in 120,000 
different schools in the United States. 


EDUCATION IN ECONOMICS 

The principles of economics are not well 
understood by the American Public. Peo- 
ple accept the results of the American eco- 
nomic system, but they do not know why it 
has been successful 

Psychologists agree that most of the 
basic opinions and convictions of adult- 
hood are established in childhood. In later 
life rearranged, 


these convictions are 
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elaborated, and rationalized, but they are 
seldom changed. Working from this prem- 
ise, and with the cooperation of educators, 
General Mills has been developing a pro- 
gram for teaching basic economics in the 
intermediate grades at school. 

At each grade level, some phase of the 
American system is integrated into the 
regular classroom work and related to the 
child's everyday life. Results have been 
most encouraging. Other businesses are be- 
coming interested in interpreting their seg- 
ments of the economy in the same way. If 
this experiment succeeds, it may mean that 
basic economics will become a permanent 
part of the social studies courses in our ele- 
mentary schools. 


INDUSTRY'S DEBT TO 
HIGHER EDUCATION 

The financial needs of education are the 
greatest in history. Just when colleges and 
universities set new enrollment records, 
the value of their income dollars dwindled. 
Increased tuition fees did not make up the 
deficits. State-supported institutions re- 
ceived additional funds from higher taxes, 
but often not enough to compensate for 
the increase in costs. 

Private institutions of higher learning 
are in an even more difficult situation. In- 
dustrial companies have generally con- 
fined their contributions to special dona- 
tions for plant or equipment, grants for 
research projects, scholarships, fellow- 
ships, etc. These are excellent as far as they 
go, but I do not believe that they discharge 
the debt that industry owes to education. 

In my opinion, corporate giving must 
continue to increase. The danger confront- 
ing higher education is that the healthy 
competition between private and public 
schools will be sacrificed to a common gov- 
ernment control. 
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BROADENING CORPORATE 
OWNERSHIP 


Industry has a social responsibility for 
making this capitalism of ours more and 
more —— capitalism. If the people 
have a direct equity in business, they will 
protect its interests. At present, ownership 
of industry is narrow and the addition of 
new owners is a slow process. Only where 
there is some intermediate agency such as 
a life insurance company or investment 
trust buying our stocks is there a broad 
base. But this is not enough. 

Ownership should begin at the equity or 
common stock level. This will bring new 
partners to industry. It will give the people 
a new insight into the problems of indus- 
try and promote national policies that will 
develop a favorable climate for industry. 
It would, therefore, appear prudent for 
business to make contributions to univer- 
sities, colleges, and other nonprofit re- 
search agencies for the study of how to 
widen the ownership of industry. 

The social responsibilities of business 
are not to be taken lightly. The manner in 
which industry discharges its social stew- 
ardship may well be a prime influence in 
the continuation of the American system 
of rising living standards, individual free- 
dom, and competitive enterprise. 

The modern corporation is by itself 
merely a few scraps of paper, a charter and 
bylaws, and some buildings equipped with 
the tools of production. The forces that 
give life to all this are the human forces— 
the men and women, the people like you 
and me. It is human beings that give depth 
and purpose to the operation of a business. 
It is they who breathe into it the regard for 
social responsibilities that have developed 
our people's capitalism to the high position 
it occupies in the world today. 

I am reminded of a beautiful passage I 
read recently. I do not know who the au- 
thor was or how he happened to write it, 
but I believe you will agree with me that it 
expresses a great truth. It reads: 

“A church is never a place, but always a 
people: never a fold, but always a flock; 
never a sacred building, but always a be- 
lieving assembly. The church is those who 
pray, not where they pray. A structure of 
brick or marble can no more be a church 
than clothes of serge or satin can be a per- 
son. There is in this world nothing sacred 
but man—no sanctuary of God but the 
soul.” 

It is also true of business, as we in the 
United States of America have chosen to 
regard it. It is the individual, and the 
worth of the individual, that are funda- 
mental. It is to this social concept of 
American business that all the world must 
eventually turn. 

People everywhere will turn to it as 
surely as the dawn follows the night, if we 
preserve and continue to improve this 
greatest of all systems for the fulfillment 
of man’s emotional and material needs. 





Why Depreciation Reserve Should Not 
Be Deducted from Plant Account 


E. TJoder 


During the latter part of 1950, the Committee on Statis- 
tics and Accounts of the National Association of Railroad 
and Utilities Commissioners issued a draft of proposed 
changes in the Uniform System of Accounts for Electric 
Utilities and requested comments from the industry. The 
Edison Electric Institute and the American Gas Association 
recently approved a memorandum which was submitted to 
A. R. Colbert, chairman of the N.A.R.U.C. Committee in 
which they stated their objections to the proposal to include 
the reserve for depreciation in the asset accounts section of 
the balance sheet as a deduction from Utility Plant. The fol- 
lowing is an abridged version of this memorandum. 


HE COMMITTEE on Statistics and Ac- 
y joudien of the National Association of 
Railroad and Utilities Commissioners has, 
on several previous occasions, recom- 
mended to the National Association of 
Railroad and Utilities Commissioners that 
the Reserve for Depreciation be included 
in the asset account section of the balance 
sheet as a deduction from Utility Plant. 
This recommendation has on each such oc- 
casion failed of adoption or to receive the 
approval of the Association. It is again in- 
cluded in the tentative draft of the pro- 
posed system of accounts dated November 
1, 1950. 

The ‘‘net plant’ form of balance sheet 
has been advocated upon the grounds that 
it is a mere matter of form, and a time 
honored practice in industrial accounting. 
It has been urged that the regulated elec- 
tric and gas utility industries should con- 
form to the practices adopted by non- 
regulated industries and the reasons given 
are: that deductibility has become an ac- 
cepted accounting convention; that it sim- 
plifies the work of the statistician and the 
security analyst; and, that no damaging 
consequences result therefrom. 

The deduction of the reserve from plant 
assets is an industrial accounting custom 
which is unsound and incorrect in prin- 
ciple and if used by regulated industries 
would constitute a strong influence towards 
the confiscation of utility property. 


Objections to the Accounting Practice 
of Deducting the Depreciation 
Reserve from Plant Assets 

The practice of deducting the deprecia- 
tion reserve from plant account developed 
in nonregulated industries, when account- 
ants were very much concerned with cur- 
rent asset position dnd with realizable 
values of assets in event of the termination 
of the enterprise. There was not sufficient 
emphasis placed upon the fact that the bal- 
ance sheet represented a statement of finan- 
cial position on a “going concern’’ basis. 
It was not fully appreciated that while the 


charge for depreciation represented allo- 
cations of cost over the periods of plant 
use, the depreciation reserve was repre- 
sented by funds (depreciation money) 
which the “going concern” enterprise had 
recovered from its customers and was 
using to best advantage in the business un- 
til such time as plant assets must be re- 
placed through actual retirement. 

That this truism has not been recognized 
generally in current balance sheets of non- 
regulated enterprises Is a reflection on 
modern accounting standards. Pursuant to 
accounting convention, the balances of all 
accountability items should be shown on 
the liability side of the balance sheet 


PREVIOUS PRACTICES 

Early in the history of corporate ac- 
counting, when the knowledge and under- 
standing of systematic and consistent re- 
cording of depreciation as a cost were very 
meager, Managements in “good earning 
years’ wrote down directly the cost of their 
fixed assets by credits thereto and charges 
direct to Profit and Loss. As a result of this 
practice, the plant account itself was the 
net result of such bookkeeping. In lean 
years, the former practice did not appear 
to require any recognition of ‘‘deprecia- 
tion” as then understood. With this ear- 
lier accounting practice, the recording of 
retirements when property was actually 
replaced, sold, torn down, or abandoned 
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also was not required. It was, however, 
gradually recognized that such accounting 
was erroneous and misleading and with- 
out factual background or consistency. It 
produced neither cost nor value. 

Later, more enlightened depreciation 
accounting established the credit account 

Depreciation Reserve—the balance of 
which is the result of periodic journal en- 
tries, which systematically estimate appro- 
priate charges to depreciation expense and 
concurrent credits to depreciation reserve, 
together with any charges to depreciation 
reserve and credits to plant accounts for 
retirements of property. 

These journal entry transactions are de- 
signed to accomplish two primary objec- 
tives: first, to include with other expenses 
an allocation (by estimate) of cost of 
property used in the production of income; 
and second, to withhold funds within the 
business to maintain the stockholders’ in- 
vestment until property has actually been 
replaced. The act of showing such bal- 
ances as a deduction from the plant ac- 
count on the asset side of the balance sheet 
is thus a carry-over from the obsolete ac- 
counting practice of making direct credits 
to the plant accounts, a practice which was 
abandoned as misleading and erroneous. 





In the presentation of the financial 
statements, the desire for the condensation 
of items and the lack of emphasis on the 
“going concern” concept of the balance 
sheet may have contributed to continuing 
the practice of deducting the figure for the 
depreciation reserve from the plant asset 
account, this despite the fact that it was 
fully understood that depreciation account- 
ing is a process of cost allocation and not 
of valuation and that the resulting reserve 
could not possibly be a valuation reserve. 

The proportion of the plant accounts to 
total assets in nonregulated industry until 
recently was usually not significant, and the 
statement of plant assets less depreciation 
reserve had perhaps no important effect 
upon the financial position of the enter- 
prise, in that it did not prejudice the value 
of its properties or its prospective earning 
capacity. 


FALLACIES OF THE PRACTICE 
Nevertheless, the practice of deducting 
such depreciation reserve from plant as- 
sets has resulted in incorrect statements of 
the total amount of assets devoted to the 
conduct of the business and of an impor- 
tant accumulated source of funds invested 
in the business. It has in many cases re- 


ECA CONFERS SPECIAL HONOR ON INDUSTRIAL FIRM 


For technical assistance given to industrial executives rep- 
resenting large firms in Marshall Plan countries in Europe, 
the Economic Cooperation Administration awarded a special 
"Certificate of Cooperation” to Trailmobile Inc., Cincinnati 


manufacturers of commercial 


truck-trailers. 


Presentation of 


the certificate to PAUL W. HEASLEY (left), comptroller, Trail- 
mobile Inc., by K. Y. SIDDALL (right), past national presi- 
dent of Controllers Institute of America, and comptroller, the 
Procter & Gamble Company, is shown above. In the center is 
JOHN O. RUEHLMANN, assistant comptroller of Trailmobile Inc. 
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sulted in the nondisclosure of either the 
reserve or the true plant costs in attempts 
to secure more simplified reports. More 
seriously, it has resulted in the drawing of 
unwarranted conclusions as to the amounts 
of profit and percentages of profits relat- 
ing to the total assets invested in the busi- 
ness. 

Illustrative of the inaccuracies arising 
out of the deduction of the reserve from 
plant assets are the following statements 
contained in an article entitled ‘“What are 
‘fair’ profits?” by Lyman P. Hammond in 
Dun’s Review for June 1951: 


In the years from 1940 to 1945, total as- 
sets of all corporations and total receipts 
rose 38 per cent and 72 per cent respec- 
tively, while a decline of 8 per cent oc- 
curred in their capital assets, according 
to the Bureau of Internal Revenue's Sta- 
tistics of Income. In the same period, 
the number of workers covered by insur- 
ance against unemployment under the 
Federal Security Agency increased 23 per 
cent, the Federal Power Commission's 
tabulation of industrial power require- 
ments rose 55 per cent, and the Federal 
Reserve Board's index of total physical 
production rose 62 per cent. . . . Not 
only do official statistics net the fixed 
capital accounts when reporting the total 
assets, but they also omit any statement 
of the reserves that were deducted. . . 
We get a strong indication .. . {of} 
what really happened from the Depart- 
ment of Commerce statistics of national 
income in which depreciation charges 
are shown as having reduced gross na- 
tional income by $7,228 million in 1940 
and by $10,885 million in 1945. This 
50 per cent increase in depreciation 
charges would seem to indicate a similar 
increase in gross fixed capital accounts, 
which would not be greatly out of line 
with the increase of 62 per cent in physi- 
cal output, when technological progress 
and the lengthened work week are con- 
sidered. 


It is quite apparent that the 8 per cent 
indicated decline in capital assets is a direct 
result of the distortion arising out of the 
net plant concept and is directly attribut- 
able thereto. It also indicates that any 
statement of capital assets based upon 
plant costs less depreciation results in ma- 
terial misrepresentation and wholly unre- 
liable facts. 

In a tabulation appearing in the July 
1951 issue of the National City Bank's let- 
ter there is shown a listing of 100 largest 
nonfinancial corporations, showing the to- 
tal assets of these companies and the 
amount of average investment per employe 
for each of the several groupings—manu- 
facturing, railroads, and electric and gas 
utilities. Only a footnote following the 
tabulation reveals that the total assets are 
shown after deducting the reserves for de- 
preciation. An analysis of the depreciation 
reserves data with respect to these com- 
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“They got my last scent!” 


Okay. So taxes are tough. But there’s one consolation: 
you ll get past them a lot faster and with 

a lot less anguish. if you'll figure them on Monroes. 
Fast, figure-hungry Monroes just love figures. Even taxes! 
So right now—before March 15th—while 

you still have some cents, invest in Monroes. 


You can deduct their cost from your tax headache. 


Depend on Monroe to give you 
the right model for every 
figuring and accounting need 


Monroe CALCULATING Machine 


MONRO-MATIC The latest for fast, fully 
automatic, economical figuring. Compact, 
portable, with famous Velvet Touch" * ease 
of operation. Long, dependable service. 


Monroe ADDING Machine 


EVERY business needs this efficient grand 
total model. Adds and subtracts directly 
in two registers. Accumulates, stores totals. 
Saves time, steps up figure production. 


Monroe ACCOUNTING Machine 


COMPACT space-saving bookkeeper that 
handles several kinds of jobs. Outstand 
ing value. Does same work as machines 
costing much more. Smooth, effortless, 
nerve-saving “Velvet Touch’’* operation 


* “VELVET TOUCH “originated in 1935 to de- 
scribe Monroe's matchless ease of operation 


Every Monroe is sold only through 
M ed b hes; serviced by 
Monroe's factory-trained organization. 
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panies was found to vary from a low of 14 
per cent to a high of 69 per cent with re- 
spect to their gross assets There is no rea- 
son why the investment per employe 
should be shown on any basis other than 
total investment for an accurate reflection 
of the true state of attairs 

The proposal for the extension of the 
practice of deducting depreciation reserves 
from plant assets is particularly inappro- 
priate at this time when serious criticism 1s 
being directed against the accounting con- 
vention for stating plant assets at cost. In 
view of the substantial reduction in the 
value of the dollar, many accountants real- 
ize that the statement of plant assets in 
terms of monetary units, which are worth, 
in effect, only half of their former value, 
may represent a serious defect in current 
accounting practice. Adherence to the cost 
convention is continued only because of 
the dangers inherent in departure there- 
from and in the lack of new standards 
which still must be developed. In the face 
of this dilemma, the implication that such 

net plant’ bears any semblance or rela- 
tionship to value further aggravates the 
inaccuracies in statements of plant assets. 


EFFECTS OF THE PROVISION ON 
REGULATED UTILITY INDUSTRIES 

As applied to regulated utility indus- 
tries, the deduction of the depreciation re- 
serve from plant assets is of far greater sig- 
nificance than for nonregulated industries, 
and the electric and gas industries strenu- 
ously object to this proposed provision for 
the following reasons 














1. Constitutes a misrepresentation of 
material facts and an admission 
against interest. 

Financial officers of regulated companies 
should not be required to assume respon- 
sibility for sworn statements or statements 
which contain a gross misrepresentation of 
material facts and which will be considered 
as an admission adverse to the interest of 
the electric and gas utility industries. 


2. Discards 50-year electric and gas 
utility accounting convention. 

The proposal discards, without sound 
reason, a consistent and continuing ac- 
counting convention used in the electric 
and gas business for the past 50 years. In 
regulated utilities, costs of plant and prop- 
erties represent the largest proportion ot 
the total assets and the most important 
single factor in determining earning ci- 
pacity. Because of the high vy penne of 
plant assets to total assets and because of 
the relatively long life of plant assets, the 
accumulated depreciation reserve neces- 
sarily amounts to a very substantial figure. 
To deduct the depreciation reserve from 
plant assets will lead to the erroneous in- 
terpretation that the resulting figure repre- 
sents the value of utility plant. Deprecia- 
tion accounting on a cost basis does not, ex- 
cept by chance, produce a value or com- 
ponent of value. The accounting conven- 
tion for stating plant assets at cost should 
not be undermined by deducting therefrom 
amounts which relate only to the expense 
charges for the ultimate retirement of 
plant. 





What galls me is his nerve leaving us this tax blank 
for revision of estimated income!” 
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3. Deduction is erroneous because ex- 
isting reserves are not the result of 
consistent charges and credits. 


Different concepts of accounting and 
rate regulation over the years have pro- 
duced reserves of various content. Existing 
depreciation reserves may represent a 
product of past charges entirely to expenses 
or partly to expenses and partly to income 
deductions ; they may reflect transfers from 
or to capital or surplus; or they may in- 
clude credits, such as accelerated amortiza- 
tion, or tax savings relating thereto, de- 
preciation for plant assets constructed on 
leased premises, gains or losses from sales 
of land and nondepreciable property, etc. 
The figure, therefore, for plant assets less 
reserves does not reflect an accurate state- 
ment of a significant financial fact. 


_ 


Proposal is an attempt to set up stand- 
ards for state legislation and Com- 
mission regulation of rates which 
would be confiscatory. 

The electric and gas utilities believe that 
deducting the reserve for depreciation 
from plant assets will give wider accept- 
ance to the use of plant “original cost’ less 
de preciation reserve or depreciation ve- 
verve requirement as a standard formula 
for rate making. It is the industries’ con- 
tention that cost less reserve must not be 
used indiscriminately for determining the 
rate base. 

The entire amount of the depreciation 
reserve is almost never invested in plant 
assets, and in many cases a substantial por- 
tion of the reserve may be used to supply 
working capital in excess of that amount 
allowed in the rate base. To deduct these 
portions of the reserve would result in se- 
rious inequity to the utility. Even if the 
assets have been so invested, the credit due 
to the customers’ interest, in respect of the 
funds represented by the depreciation re- 
serve, should be computed at a rate lower 
than the allowable fair rate of return, since 
the entire risk must be borne by the inves- 
tors. 7 

Where full deduction of the reserve is 
made in the calculation of the rate base, 
the net effect is that the customer is being 
permitted to buy back piecemeal part of 
the property which the utility must con- 
tinue to operate without compensation. 
This is not in accord with the real nature 
of the transaction ; what the customer pays 
for is service, not property. 

The depreciation reserve may include 
charges made against income when the 
utility was not earning a fair rate of return, 
and to such extent, the assets represented 
by the depreciation reserve constitute a 
source of funds contributed by stockhold- 
ers rather than by consumers. When the 
depreciation charges have exceeded the 
amounts allowed in fixing rates, the por- 
tion of the reserve represented by the ex- 
cess arises from earned surplus. The de- 
preciation reserve may also reflect transfers 











arising out of capital transactions or credits 
arising from accelerated amortization, all 
in no manner related to charges to con- 
sumers. 


5. Deduction of reserve will adversely 
affect investment standing of utilities. 
The deduction of reserve for deprecia- 

tion from plant assets will have an adverse 
effect on the investment standing of utili- 
ties. Investors will receive the impression 
that regulatory bodies have come to agree- 
ment to arbitrarily adopt the ‘‘net plant’ 
basis for rate determination and view this 
arbitrary requirement as limiting earnings 
within the confines of a rigid formula. 


6. “Depreciation money” is not return 
of capital to investors. 

The amounts represented by the depre- 
ciation reserve do not corstitute capital 
which has been returned or is returnable 
to the investors. Utilities are under legal 
obligation to replace plant assets and to 
construct plant additions in order to sat- 
isfy the service requirements of their cus- 
tomers. The funds represented by the de- 
preciation reserve balance cannot be dis- 
tributed to investors but must be used for 
the replacement of plant assets. 

Depreciation accounting must be viewed 
not only as an allocation of the cost of 
plant assets against the income but also as 
representing a source of funds held until 
existing plant assets are replaced. While it 
has been recognized that the most advan- 
tageous use of these funds can be obtained 
by investing in new or additional plant as- 
sets, it does not alter the basic fact that the 
reserve for depreciation, nevertheless, con- 
stitutes a source of funds and, as such, 
represents additional assets invested, in- 
stead of reflecting reductions in assets em- 
ployed. 


CONCLUSION 

The electric and gas utilities believe that 
the reserve for depreciation account should 
be included with all other credit balance 
sheet accounts consistent with present prac- 
tice. The issues involved in respect to bal- 
ance sheet presentation of plant accounts 
and reserve for depreciation for public 
utilities must remain clear. 

The fact that deductibility of deprecia- 
tion has become acceptable accounting 
practice in nonregulated industries is no 
reason for this practice to be adopted by 
regulated industries. The convention for 
showing the reserve on the credit side of 
the balance sheet of regulated utilities is 
of long standing and no new developments 
have taken place which require the change 
in account arrangement or balance sheet 
presentation. 

The arbitrary requirement for deducting 
the reserve for depreciation can only be 
interpreted as an attempt by the Commit- 
tee on Statistics and Accounts to establish 
through accounting a standard formula for 
rate determination which the courts and 


the legislatures have refused to adopt be- 
cause of the realization of the inaccuracy 
and unfairness of the end result. 

Deduction of the depreciation reserve 
from the “original cost’’ of plant results in 
a monetary reduction in assets, when in 
fact the reserve actually measures, in most 
instances, an additional investment in 
plant and an increase in the volume of 
physical assets employed in the business. 

Regulated electric and gas utility indus- 
tries should not be required to submit 
statements that would contain such misrep- 
resentation of material facts, which would 
be construed as serious admissions against 
interest and which would be a strong influ 
ence toward the confiscation of their prop 
erty. 

Existing depreciation reserves are not 
the result of the same types of charges and 
credit transactions in various companies or 
over a period of time, and the net figure 
after deducting the reserve would repre- 
sent a different result for each company, 


but in any event, would not reflect an ac- 
curate statement of any significant tact 
useful for financial or any other purpose 

The presentation of the reserve on the 
credit side of the balance sheet conforms to 
sound accounting principles. No good rea- 
son has been offered why regulated indus- 
tries, where the plant account is the most 
important factor in determining its per- 
mitted earnings, should follow the practice 
of deductibility simply because it has been 
heretofore accepted in nonregulated indus 
tries and where it does not have the same 
significance 

Questionable as is the practice to deduct 
the reserve in the case of nonregulated en- 
terprises, it has a far greater significance to 
regulated utilities and its adoption will 
lead to improper conclusions and result in 
unfair losses to investors. Regulatory au- 
thorities should not prescribe accounting 
provisions which will unjustly, seriously 
and needlessly affect the electric and gas 
utility industries 


Famous Fiscal Firsts 


Statistics tell that the 


machine (recording) was in 1888; that 


the cash register in 1879; 


first American invention 


and that eight 


of an adding 
American invented 
years later another 


American invented the comptometer (three years after Waterman 


invented the fountain pen). 


But few know of the dates of inception of some of the taxes 
that beset us today. Tax Outlook recently presented a capsule 
history of a few of them and shows how they have grown in 
fiscal importance since the date of their inception. In all in- 
stances, receipts figures are for fiscal years 


1. A 5% federal tax on refriger- 
ators and air conditioners was first levied 
by the Revenue Act of 1932. In its first 
year, 1933, collections totaled $2,112,000; 
1950 collections were 30 times as great, or 
$64,316,000—enough to put a new, med- 
ium-sized $275 refrigerator in almost 235,- 
000 apartments. 


2. In 1939, in its first full year of opera- 
tion, the Wage and Hour Division of the 
Department of Labor spent $1,044,165. 
Estimated expenditures for 1952 are $8,- 
704,300, eight times as great as in the 
first year—or enough to pay 2,575 factory 
workers $65 a weck for one year. 


ce * * 


3. The first state gasoline tax was levied 
in Oregon on February 15, 1919. It was a 
1¢ tax. Motor fuel tax receipts for calendar 
year 1920 in Oregon totaled $443,375. Re- 
ceipts in calendar 1950 in that state were 
63 times as great, or $28,027,000. With 
an average retail gasoline price of slightly 
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over 2¢ a gallon in 1950, a resident of 
Portland, Oregon, could have bought 
over 100 million gallons with the Oregon 
receipts. 


* * * 


4. The Bonneville Power Administra- 
tion was set up by an act approved August 
20, 1937. In its first full year, 1939, $3,- 
505,232 was spent. The estimated expend- 
itures for 1952 are 15 times as great, or 
$53,200,000. That is $7 million more than 
the combined 1950 net income of Detroit 
Company and Commonwealth 
Edison Company (Chicago area). 


Edison 


* * * 


5. The first federal tax on safe deposit 
boxes was a 10% levy in the Revenue Act 
of 1932. Receipts in the first full year, 
1933, were $2,365,041. By 1950, receipts 
had increased 304% to $9,554,488, or 
enough to rent a $6 safe deposit box for 
one year for every man, woman, and child 
in Buffalo, San Francisco, Hartford, and 
Altoona. 
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The Impact of Budgets on People 


The latest Controllership Foundation Study 
prepared by the School of Business and 
Public Administration of Cornell University 


Walter 2. Gerould 


OR A NUMBER OF YEARS now manage- 
panes have had a bag full of well-de- 
veloped tools to help plan and control the 
activities of their companies. Tools of con- 
trol, such as cost accounting, budgeting, 
quality control, and production planning 
have been refined until, from a technical 
point of view, they are very impressive 
indeed. Most managements know, how- 
ever, that the trick lies not in putting a 
high polish on the tool, but putting it to 
work. And most managements know that 
tools of control work only when people 
make them work. 

The latest Controllership Foundation 
study puts the spotlight of research on the 
point at which men and budgets meet. 
What do factory supervisors think of budg- 
ets? How do bud gets? W hat do 
they think of the bud cet pe ) ples Budgets, 
after all, are one of the several ways by 
which management tries to make people 
perform according to “standards.” What 


they use 


ire some of the human relations problems 
which arise when bud ire used to put 
pressure i pe ) ple 

To find answers to these questions, a 


research team from the School of Business 
and Public Administration of Cornell Uni- 
versity interviewed factory and budget 
supervisors in four medium-sized com- 
panies. What they found is of extreme 
interest to controllers. Perhaps the basic 
finding is this: What you, the controller, 
think is the way budgets are used in your 
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company may be quite different from the 
way they are used. This is highly signifi- 
cant for two reasons: first, it may lead the 
controller to find out what operating 
people think of budgets and how they 
use them; and second, armed with know]- 
edge of what really is going on, he may 
make some important changes in the way 
he uses budgets. 

But this is getting ahead of our story. 
Let’s look at what the research team 
found. 


What Budget People Think Are— 
THE USE OF BUDGETS 


Budget people see budgets as perform- 
ing at least the following important func- 
tions: 


1. They are a means of improving per- 
formance. Inconsistencies, errors, weak- 
nesses are constantly being discovered, 
examined, and reported to top manage- 
ment. 

2. Properly used, they are a means of 
instituting improvements quickly. Budgets 
are of most value when their results are 
in the hands of top management as soon 
as possible. 

3, They are a means of putting pres- 
sure on factory supervisors. As one budget 
man put it, ‘I think there is need for more 
pressure. People need to be needled a bit. 
I think man is inherently lazy and if we 
could only increase the pressure, I think 


WALTER B. GEROULD, secretary and controller of A. G. 
Spalding & Bros. Inc., Chicopee, Massachusetts, joined 
the company in 1921 and occupied various positions with 
it in the Midwest and Pacific Coast. In 1937 he was 
elected vice president and transferred to New York. In 
1941 he was elected to his present position. Mr. Gerould 
has served as a national vice president and director of 
Controllers Institute, was first president of the Spring- 
field Control, and is currently president of Controller- 
ship Foundation, research arm of Controllers Institute. 
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budgets weuld be more effective.” 

4. They provide a goal, a motivating 
force for the factory people. ‘Production 
budgets set the goals. The budgets, yes, 
the budgets set a challenge for those fel- 
lows (factory). It’s something for them 
to shoot for. They need something to shoot 
for. All of us need a goal.” 


What Budget People Think Are— 


THEIR PROBLEMS WITH 
FACTORY SUPERVISORS 

Budget people find the factory people 
very ‘‘different.” 

“The factory supervisor's outlook on 
things is different. They emphasize today. 
Yes, they're looking at only the short run. 
We have to look at things in the long 
run.” 

The most pressing problem was found 
in “‘selling’’ budgets to factory supervisors. 
The budget people felt that the task was 
almost unsurmountable. The most often 
stated reasons for this problem with fac- 
tory supervisors were (a) lack of edu- 
cation on the part of factory supervisors, 
(b) lack of interest, and (c) misunder- 
standing and/or mistrust of budgets. 

Solutions to these problems, suggested 
by budget people seemed to resolve around 
educating factory people in the apprecia- 
tion and use of budgets. On the other 
hand most of the top controllers believed 
that the problem of administering the 
budget would not be alleviated until fi- 
nance people, as well as factory people, 
changed. They felt that the budget peo- 
ple should be given a thorough course in 
self-understanding and in understanding 
and getting along with people. 

This, then, is how the budget problem 
looks to budget people. How does it look 
to factory supervisors ? 


What The Factory Supervisors Think Are— 


THE USE OF BUDGETS 

To the factory supervisor, budgets are 
far from being “cold pictures’ of past 
production. Rather are they symbols; sym- 
bols of something which may arouse fear, 
resentment, hostility, and aggression on 
the part of the employes toward the com- 








Your Treasurer—“Y ou wouldn’t believe 
the money it saves. Pays for itself in 
no time by savings in labor, rent, 
filing equipment and grief.” 


Your Office Manager—“You wouldn't Your Employees —* You wouldn't be- 
believe the space it saves. One handful lieve the time it saves. Why—with 
of Burroughs microfilm takes the checks, for instance—I photograph 
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Smartly styled recorder—one of the 
units in a modern line of microfilm 
equipment built by Bell & Howell, 
sold and serviced by Burroughs. 
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Everybody benefits ftom Burroughs Microfilming { 


Yes, Burroughs Microfilming saves space, time, Burroughs world-famed service organization will 
money. It gives you accuracy and protection. But make sure your microfilm equipment is kept in 
that’s not all. perfect operating condition. 

Burroughs’ 60 years of solving business problems Microfilm equipment sold by Burroughs is built by 
by machine assures you businesslike recommenda- Bell & Howell, the leader in quality photographic 
tions. If Microfilm won't fitinto your equipment. See for yourself how 
over-all office operation—we'll say 100 tetas Burroughs Microfilming can help 
so. If we say it will you can know Belle Howell | Burroughs | your business. Burroughs Adding 
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pany and which may lead to decreased pro- 


duction 

(1) “I'm violently against the figures. 
I keep away from showing them to the 
workers. I know my boys are doing a good 
job. They're trying to do their best. If I 
give them the heat with this stuff they'll 
blow their top.’ 

(2) “You can’t use budgets with the 
people. Just can’t do anything like that. 
People have to be handled carefully and 
in our plant carefully doesn’t mean with 
budgets. Besides I don't think my people 
are lazy 

(3) “No, no, I couldn’t even use a 
budget in front of my people. I just 
wouldn't dare. And, mind you, I don’t 
think my top management would want us 
to. We wouldn’t get any production out, 
if we did.’ 

The supervisor is, therefore, forced to 
refrain from mentioning budgets. He tries 
to accomplish what top management de- 
sires in distributing budget results, by 
translating these results into informal 
shop language. If he is not able to do this, 
he doesn’t mention budgets at all. 


What Factory Supervisors Think Are— 
BUDGET PROBLEMS 


All the supervisors interviewed were 
pretty much agreed concerning the limi- 


a 


tations of budgets. Some of the limitations 
mentioned were: 


Bud get Re ports Include Only Results, Not 
Reasons 
There was considerable feeling about 
this problem. Supervisors disliked in- 
tensely the fact that their departments 
would look “'sick’’ on the budget while 
the reasons for the ‘“sickness’’ were never 
published along with the results. Com- 
ments of factory supervisors on this point 
are revealing: 


(1) “Let's say the budget tells me I 
was off. I didn’t make it. That’s of in- 
terest. But, it doesn’t tell me the important 
thing of why I didn’t make it, or how I 
am going to make it the next time. Oh 
sure, they might say all I need to do is 
increase production and cut out waste 
Well, I know that. The question is hou 
to do it.” 

(2) “I think the budget boys think 
things are simple—just add up the figures. 
But factory knows all the things that 
could easily affect them. There are so darn 
many extenuating circumstances about 
each budget. But, the budget people just 
don’t see these circumstances. Of course 
we hardly tell them, because we had to do 
a little monkey business to come out 
right.” 


THE IMPACT OF BUDGETS ON PEOPLE was supervised from 
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Emphasis on History and Lack of Flexi- 
bility 

Another problem is that budgets em- 
phasize past performance. Factory super- 
visors, on the other hand, place little em- 
phasis on the past and rarely have time 
to think of the future. Their emphasis is 
on the present day-to-day situation. One 
supervisor expressed this as follows: ‘The 
only thing I do know is that we should do 
the best job we can today. It's today that’s 
important. Never mind about tomorrow. 
Fundamental results are what count and 
fundamental results occur today, not to- 
morrow.” 

Factory supervisors also objected to the 
fact that budget people seemed to dislike 
changing standards. Most budget people, 
the factory supervisors stated, were in- 
flexible and highly rigid. As one factory 
supervisor stated: 

‘Some of the budget people freeze the 
figures in their mind and they just don’t 
want to change. So they set this budget up 
once and they hate to change. What hap- 
pens? Easy, we have to figure our tricks. 
So we wait until it’s time for the budget 
results to come out and we feed the ma- 
chines all the easy orders we could keep 
around the shop so that we're sure we've 
made the budget.” 

Budgets Apply Pressure for an Ever- 
Changing Goal 

One of the more important criticisms 
factory people had was the feeling that 
the people who set the budget were never 
satisfied. For example: “They make a 
budget and then constantly increase it. 
There's too much of that raising and rais- 
ing the thing. Pretty soon the boys catch 
on and figure it’s the same old stuff. So 
they don’t respond.” 


The Implication That Budgets Motivate 
Supervisors To Do a Better Job 
The research team found that budget 
people thought the factory supervisors 
would be “‘lost’’ without budgets. On the 
other hand, factory supervisors resent 
quite strongly being thought of as people 
who would lose their motivation if it were 

not for budgets. 

Some of the factory supervisors agreed 
that budgets had a function of helping 
them accomplish their work, but few if 
any saw budgets as the creator of their 
motivation. To accept budgets as motiva- 
tors is to imply that supervisors do not 
have adequate interest in their job. This 
is seen as an insult to a man’s integrity 
and the factory supervisors resent it 
strongly. For example: 

“Budget! Well, I know this is the way 
the other fellows feel about it. They don’t 
want to be bothered with them. We do 
our job, and we do the best job we can. 
That's it. No matter what comes out, we 
know we've done our best. So you see, we 
work without budgets. We don’t really 
need them.” (Continued on page 126) 
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Marginal Note Re 3/15 


With tax deadlines immediately before us we turn for a 
moment to recall a recent news item. According to a Scripps- 
Howard dispatch from Washington, D. C., in late January, 
the now-famous “‘be honest’ letter of Internal Revenue 
Commissioner Dunlap, which was sent to all taxpayers late 
in 1951, cost the Government more than $107,500 to print. 
That, it is estimated, is about equal to income taxes paid by 
725 wage earners making $3500 a year and supporting a 
wife and two children. 

Several hundred of the letters were returned to the Com- 
missioner’s office with wrathful postscripts from indignant 
taxpayers, who had been reading the startling revelations 
about the Bureau of Internal Revenue’s practices and mal- 
practices. Incidentally, some 12 million of the letters were 
printed by the Government Printing Office and the rest were 
farmed out to commercial firms on competitive bids—but re- 
gardless of who printed the letter, it is reported that some 
Bureau officials subsequently admitted that the timing, at 
least, was ‘unfortunate’ even though the content was de- 


fensible. 


Multiplying Manpower Resources 


How can 150 million Americans out-think and out-pro- 
duce two billion individuals behind the Iron Curtain? 
The answer, in the opinion of Carl A. Gray, president of 


‘| always overestimate my tax, and then 
don't tell my wife about the refund” 
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the Grenby Manufacturing Company of Plainville, Con- 
necticut, is this: 

“We have an enormous reservoir of manpower if we will 
only discover, train and utilize it. We must stop wasting it. 
It is not only tragic from an individual's stand point, but un- 
sound economically and productively for all of us. 

“The ultimate test of democracy is not that it builds anew 
ideology or a better social system, as the pseudo-liberals 
would have us believe; it is that it builds a better human be- 
ing. It is enlightened self-interest then for businessmen as 
part of our social responsibilities to promote the creation 
of .. . self reliant human beings.” 

Viewing this problem of a qualitative shortage of man- 
power in terms of meeting the demands laid upon this coun- 
try, from another viewpoint, Dr. Eli Ginzberg, director of 
Columbia University’s project on the Conservation of Hu- 
man Resources, recently declared that lack of adequate edu- 
cation was the number one problem in this country’s man- 
power and mobilization plans. Dr. Ginzberg, who is associ- 
ate professor of Economics in the Graduate School of 
Business, Columbia University, told a luncheon meeting of 
the New York Chapter, Public Relations Society of America: 

“Illiteracy was the largest single cause for rejection from 
military service. Industry as well as the military suffers from 
illiteracy.” 


Although illiterate men and women are capable, he said, 
of performing a great number of different jobs, they can- 
not be fitted easily into most industrial organizations because 
such organizations rely heavily upon written communica- 
tions with employes. 

Started two years ago under the sponsorship of General 
Eisenhower, the five-year project which Dr. Ginzberg heads 
is attempting to find out how to make maximum use of our 
country’s human resources in the crisis now facing America. 


Pass the Dinosaur 


In a world of constantly mounting pressures, higher taxes, 
nervous strains, growing mortalities, and uncertainties of 
every kind, we clutch at every optimistic straw that comes 
our way. And today we are pleased to note and pass along 
to you in case it escaped your attention, that price controls 
were recently removed from such ‘‘nonedible’”’ foods as clay 
pigeons and dinosaur skeletons. 

Also sundials, cigarette-rolling machines and bowling 
pins. The O.P.S. said none of them is important in the eco- 
nomic life of the nation and also cited wax fruit as another 
example of the noncontrolled nonedible foods. 

After you have built your strength on roast clay pigeon 
or braised dinosaur bones and topped it off with some wax 
fruit (quick-frozen, of course) for dessert, you can then 
look at a de-controlled sundial to learn that it is time to roll 
a cigarette on a de-controlled cigarette-rolling machine be- 
fore you go down to the alleys and toss a bowling ball at 
de-controlled bowling pins. 

If you are wondering how dinosaur skeletons got into 
the province of the O.P.S., they fall into the category en- 
titled ‘Geographical and Live or Preserved Biological Ma- 
terial (Human, Botanical and Zoological) used exclusively 
for educational purposes.” —PAUL HAASE 





*an excerpt from the 
Report of the Proceedings of 
a Special Meeting of the 
Judicial Conference of the 
United States— 
March 24-25, 1949, Washington, D. C. 


In July, 1948, a now famous study began in 


the United States District Court, 
Columbia. 

A Recordak Microfilmer (Commercial model) 
was installed. The purpose—to weigh the possi- 
bility of substituting microfilm records for the 
standard type of court minute and order books. 

Eight months later—at the Special Meeting 
of the Judicial Conference of the United States 

authorization was sought by the Chief Judge 
and Clerk of the U.S. District Court (D.C.) to 
begin a microfilming program. In this connec- 
tion it was estimated that: 


. the cost of the new system would be less 
than one dollar for every twenty-five dollars of 
costs under the present system. 

approximating 3’ x 3’ x 6’ 
adequate and _ sufficient 


. one file cabinet, 
in size, would provide 
storage space for the records involved for thirty- 
five years... 

. the business of the court would be consider- 
ably expedited. 

. the services to the bar and litigants materially 


improved.” 


District of 


Result: On April 20, 1949, authorization was 
granted by the Judicial Conference of the United 
States to the Clerk of the United States District 
Court (D.C.) to maintain district court records 
on microfilm in lieu of order and minute books 


1. “In all civil cases 
adoption proceedings, each judgment and order. 


and proceedings except 


“In criminal cases and proceedings, each judg- 


ment, order, indictment, bond, and all other 


formal entries of Court transactions.” 


65 different types of business... 
Recordak 
microfilming to simplify routines which are 
Get full facts on the 


Today... 
thousands of concerns are using 


probably similar to yours. 
system... and the complete line of Recordak 
Microfilmers now offered on an attractive pur- 
chase or rental basis. Write Recordak Corpora- 
tion (Subsidiary of Eastman Kodak Company) , 
$44 Madison Ave., New York 22, N. Y. 

** Recordak’”’ 


ts a trade-mark 


SREC ORDEK 


(Subsidiary of East; 


Kodak Comp 





originator of modern microfilming—and its pont on to accounting routines 








Eastern Controllers Parley to Analyze 
“Changing Economy’”—April 20-22 


With its keynote “The Changing Econ- 
omy,” the 1952 Eastern Conference of 
Controllers Institute of America has an- 
nounced the program which will feature 
the Conference 

The Newark Control of the Institute is 
sponsoring the 1952 Eastern Conference 
at the Hotel Berkeley-Carteret, Asbury 
Park, N. J., on April 20-22. F. Gerald 
Hawthorne, secretary-treasurer of Weston 
Electrical Instrument Corporation, New- 
ark, N. J., is general chairman and George 
E. Hallett, controller of Tung-Sol Electric 
Inc., of the same city, is vice chairman of 
the Conference. The program has been de- 
veloped by a committee under the chair- 
manship of Percy L. Procter, president of 
Co-operative Industries, Inc., Chester, 
N. J. 

The 1952 Eastern Conference will open 
on Sunday afternoon, April 20, with a 
cocktail party and reception for all mem- 
bers and their guests. Wives of members 


have been cordially invited by the commit- 
tee to attend the Conference and special 
plans are being developed for their enter- 
tainment, under the direction of Mrs. Wal- 
ter Hamilton. Full details about the pro- 
gram of events for wives of members will 
be released shortly. 

The first of the technical sessions of the 
Conference will be held on Monday morn- 
ing, April 21, and will have as its theme, 
“What to Do About Executives’ Compen- 
sation.” The speakers will be J. H. Shreiner 
of Towers, Perrin, Forster & Crosby, Inc., 
Philadelphia; Austin M. Fisher of Fisher 
& Rudge, Inc., New York; and J. K. Las- 
ser of New York. 

Mr. Shreiner is an authority in the field 
of pension and profit-sharing plans, Mr. 
Fisher is well known for his work in the 
field of executive compensation, and Mr. 
Lasser has a national reputation in the field 
of taxation and related problems. Mr. 
Fisher was represented in the July 1951 is- 


Potter 


GEORGE E. HALLETT, controller 
of Tung-Sol Electric Inc., Newark, 
will act as vice chairman of the 
1952 Eastern Conference of Con- 
trollers Institute, sponsored by 
the Newark Control, April 20-22. 


P. L. PROCTER, president of Co- 
operative Industries, Inc., Chester, 
N. J., will serve as chairman of 


P. L. PROCTER 


the Conference Program Committee. 


GEORGE E. HALLETT 
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sue of THE CONTROLLER with an article 
entitled, “Executive Evaluations Help 
Hold High-Level Personnel.” 

On Monday atternoon, the committee 
has planned to feature two subjects: the 
first, “Government Handouts,” to be pre- 
sented by Leonard J. Calhoun, attorney at 
law, Washington, D. C.; the second 
speaker will present an address on the sub- 
ject of “How to Finance Capital Expan- 
s70n. 

The Conference Banquet, scheduled for 
Monday evening, will hear a speaker of 
national reputation (name to be an- 
nounced subsequently), while the Monday 
Luncheon assembly will hear an address 
by Dr. Victor Z. Brink, assistant controller 
of Ford Motor Company. Dr. Brink’s sub- 
ject will be “Training for Controllership,”’ 
and will include a review of the aspects of 
the program developed by the National 
Education Committee of Controllers Insti- 
tute during the past year. 

The final day of the Conference, Tues- 
day—April 22, will open with a session on 
“Dealing with the Government.” The pro- 
gram for this session is being developed 
by the Conference Committee in collabora- 
tion with the National Committee on Gov- 
ernment Procurement Policies of Control- 
lers Institute, which is under the chairman- 
ship of Franklin M. Beall, assistant con- 
troller of the Glenn L. Martin Company, 
Baltimore, Maryland. 

The Conference will close on Tuesday 
with a luncheon program. 

In addition to those previously men- 
tioned, the members of the Executive 
Committee for the 1952 Eastern Confer- 
ence include: 


Finance Chairman: Victor Glasser, Jr., 
assistant cashier, National State Bank of 
Newark. 

Arrangements Chairman: Gregory J 
Oberst, treasurer, Elastic Stop Nut Cor- 
poration, Union, N. J. 


Registration Chairman: Karl R. Tallau, 
treasurer, Wilber B. Driver Company. 

Housing Chairman: Oliver A. Gott- 
schalk, vice president and comptroller, Le- 
high Warehouse & Transportation Co 


Entertainment Chairman: L. Gard Wig- 
gins, treasurer and secretary, Chilcott 
Laboratories Division, the Maltine Com- 
pany, Morris Plains, N. J. 

Inter-Control Attendance Chairman 
George V. Fortune, controller, American 
Foreign Insurance Association, New York. 

Publicity Chairman: Fred R. Sullivan, 
vice president and assistant to the presi- 
dent, Monroe Calculating Machine Co., 
Orange, N. J. 

Reception Chairman: Walter A. Hamil- 
ton, controller, Interchemical Corp., Tex- 
tile Colors Division, Hawthorne, N. J. 


Committee Secretary: Oscar A. Zeitz, 
assistant treasurer and controller, Hoff- 
mann-La Roche, Inc., Nutley, N. J. 
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We would welcome the opportunity to 
assist you in the development of appro- 
priate provisions for a retirement 


or other employee benefit program. 


Without expense or obligation on your 
part, we would study your personnel 
data and submit a report including 


cost estimates for variant provisions. 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Pension Trust Division 


11 Broad Street, New York 15 


Telephone HAnover 2-9800 
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Manufacturers Research Expenditures 
Fail to Keep Pace with Sales 


ESEARCH and development expendi- 
tures of almost half the 125 manufac- 
turing companies surveyed by the National 
Industrial Conference Board have risen 
considerably since 1946, although they 
have not quite kept pace with rising sales. 
The companies are split almost evenly 
between those now spending a greater per- 
centage of their sales dollar on research 
and development, those spending a negli- 
gible amount, and those whose research 
and development costs are mixed with 
other expenditures and cannot be accu- 


rately estimated. Many of these latter com- 
panies, however, report substantial ex- 
penditures on research. 

Fundamental research and new-product 
research and development received more 
attention from cooperating companies in 
1951 than they received in 1946, The 
Board, however, notes no basic trend, since 
a substantial number of companies are also 
shifting from fundamental research and 
are emphasizing product adaptation and 
improvement. 

So far, only a small proportion of re- 
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tain years when peak pension payments are anticipated. 
Too, he may space his bond maturities to take advantage 
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ot the maturing principal. And beyond these advantages 
there always lie the basic safety and dependability of yield 
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search expenditures is being made in con- 
nection with government work, although 
some companies hope their research will 
eventually lead to substantial government 
contracts. 

In most reporting companies, research 
expenditures will increase with sales in 
1952. Dollar expenditures will rise, gen- 
erally, from 10% to 25% over 1951 
levels. Several larger increases are re- 
ported, the greatest being a 280% increase 
in dollar expenditures expected by a com- 
pany now negotiating a government air- 
craft contract. 

Increases in research expenditures will 
not keep pace with sales in all companies. 
A dozen companies report they will spend 
a smaller percentage of sales income on 
research and development activities next 
year. Dollar expenditures, however, will 
rise in almost all these companies. 

Appreciable shifts in research emphasis 
in the past five years are reported by about 
half of the cooperating manufacturers. 
Generally, this shift has been towards 
more fundamental research, new-product 
research, and product development. 

In contrast, other companies are devot- 
ing more time to applied research and 
product adaptation. 

Although there exists a difference of 
opinion as to whether trouble shooting 
and quality control can properly be con- 
sidered as research expenditures, a great 
many cooperating manufacturers report 
that they have intensified their work in 
these fields in the past five years. 

Almost two thirds of the cooperating 
companies do 95% or more of their re- 
search and development work in their own 
laboratories. And only 15 of the 109 com- 
panies reporting on this noted that they 
did less than 75% of such work with their 
own facilities. 

Research done in other than company 
laboratories appears about equally divided 
between commercial and college labora- 
tories, with college laboratories getting the 
bulk of fundamental research assignments. 

Other facilities used by the companies 
for their research and development in- 
clude trade association laboratories, con- 
sultants, and the laboratories of associate 
companies, suppliers and customers. But 
these seem to be of minor importance, for 
only two companies report that as much as 
25% of their research and development 
expenditures are assigned to such services 

Although over half the companies re- 
port that they are doing some of their re- 
search and development in connection 
with government work, only four com- 
panies say that such activities amount to 
as much as 50% or more of their total re- 
search program. 

On the other hand, about three fourths 
of all companies doing research for gov- 
ernment work report that it is either a 
negligible amount, or less than 10% of all 
research activities. 
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-.. with IBM | Electronic Business Machines 


IBM Electronic Machines today are simplifying 
the tremendous accounting job of business. 


Electronic tubes enable these machines to 
process huge quantities of accounting and statis- 
tical data at speeds unprecedented in business— 
and with uncanny accuracy. Results range from 
the performance of day-to-day accounting to the 
solution of the most complex computing problems 
...0n an up-to-the-minute basis. 


With the flexibility and speed of these ma- 
chines at its command, business management has 
at its fingertips information about every phase of 
operations. 





INTERNATIONAL BUSINESS MACHINES 
590 Madison Avenue, New York 22, New York 








WHEN DAY IS DONE 
IN WASHINGTON 


Business executives visiting Wash- 
ington stay at the Wardman Park. 
Here, facilities are carefully planned 
to provide complete reloxation after 
your busy day is done. At your im- 
mediate service is everything you 
need, from barber shop to post of- 
fice, and the atmosphere on the 
edge of beautiful Rock Creek Park 
is truly restful. Try it! 
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WASHINGTON &, D. C. 


Frank E. Weakly, president 


The Impact of Budgets on People 


(Continued from page 118) 


“'T tell you what I'd teach them: to know 
my job, See the problems I have. Bring 
them down here and see what really goes 
on,” 


What the Factory 
Supervisors Think Are— 


SOLUTIONS TO SOME OF 
THESE PROBLEMS 

1. By far the most frequently stressed 
recommendation made by factory super- 
visors was that the finance people should 
learn to see the other person’s point of 
view. The supervisors recommended that 
finance people be given a “‘taste” of factory 
problems. 

2. The finance people should undergo 
some training to learn that budgets are 
not final. They are merely opinions. 

3. The finance people should change 
their belief that the employe is lazy and 
wants to do as little work as possible. 

i. Finance people should change their 
belief that the hes way to raise production 
is through pressure. 

5. Finance people should be taught 
that they are not superior to factory super- 
visors. 

“I'd deflate their ego—I'd give them 
something to take them down a peg.” 


Up to this point the research group has 
merely reported what budget people think 
and what factory supervisors think about 
budgets. 

What does all this mean? What should 
the controller do about it? 


THE IMPACT OF BUDGETS ON PEOPLE 

_The research group, in their analysis 
of the large amount of material on which 
this report is based, found a number of 
highly significant problems. Three of 
these I shall discuss briefly: 

. The problem of pressure. 

. Success for the budget supervisors 
means failure for factory super- 
visors. 

3. The problem of department-centered 
supervisors. 

The Problem of Pressure 

The problem of the effects of pressure 
applied through budgets seems to be the 
core of the budget problem. Employes 
and front-line supervisors believe that the 
cause for pressure from the top is due to 
top management's belief that most em- 
ployes are inherently lazy. They also feel 
that top management believes the em- 
ployes do not have enough motivation of 
their own to do the best possible job. 
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How do people react to pressure? In 
the plants studied, factory supervisors felt 
that they were working under pressure and 
that the budget was the principal instru- 
ment of pressure. Management exerts 
pressure on the work force in many ways, 
of course, of which budgets is but one. 
Budgets, being concrete, seem to serve as 
a medium through which the total effect 
of management pressure is best expressed 
As such they become an excellent point 
of focus for studying the effect of pressure 
on people in a working organization. 

Suppose that the work force of a plant 
is producing at 70% of its efficiency. This 
means that there are a number of forces 
which keep efficiency from falling below 
70°, such as budget talks to foremen, 
production drives, and so forth. There 
are also forces which prevent efficiency 
from going above 709%, such as informal 
agreements among employes not to pro- 
duce more, fear of loss of job if efficiency 
increases, and so forth. 

Now suppose that management decides 
to increase production. Usually, thought 
is immediately given to adding more fac- 
tors to those that help increase produc- 
tion. Something else happens, however. 
Adding to the forces which increase efh- 
ciency also strengthens the forces which 
decrease efhciency. Employes seek to re 
lieve themselves of increased tension by 
combining into groups. It is significant 
to note that these groups tend to hold to- 
gether after the causes of pressure are re 
moved. Front-line supervisors, prevented 
from grouping, either ‘take it out’ on 
other foremen, or on the budget people, 
or else bottle it up in themselves. It is 
highly likely that in its attempt to bring 
about an immediate increase in efficiency, 
management has mortgaged the future. 

The necessity for constantly increasing 
efficiency is, however, a basic fact of life 
in business. If increasing efficiency gen- 
erates forces which in the long run de 
crease efficiency, what is the answer? The 
answer may well lie in the area of con- 
centrating on decreasing those forces 
which tend to decrease efficiency, rather 
than increasing the forces which tend to 
increase ¢ thy ienc y. 


Success for Budget Supervisors Means 
Failure for Factory Supervisors 

Students of human relations agree that 
most people want to feel successful. Fi- 
nance and factory supervisors are no ex- 
ception. But what is the task of the suc- 
cessful finance supervisor ? He derives his 
success from finding errors, weaknesses, 
and faults that exist in the plant. But when 
he discovers errors and weaknesses he also 
singles out a ‘guilty party’ and implic- 
itly, at least, accuses him of failure. 

To be sure, such an occurrence will not 
make every supervisor feel he has failed 
Some supervisors do not worry much 
about their job. Therefore the factory 


(Continued on page 128) 
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The Impact of Budgets on People 


(Continued from page 127) 


supervisor who really feels the failure is 
the one who is highly interested in doing 
a good job. 

There seems little doubt that the prob- 
lem of success and failure of individuals is 
a major one. It is directly related to suc- 
cess or failure of the budget. 


The Problem of Department-Centered Su- 
pe rvisors 
Parts, alone, do not make a whole or- 
ganization. One cannot conceive of “‘add- 
ing’ parts of an organization any more 
than adding together the hundreds of 
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pieces that make up a watch in order to 
make the watch run. The crucial problem 
is to place the parts in correct relationship 
to each other. 

The basis for a philosophy which budg- 
ets emphasize, however, may be expressed 
as follows: “If every supervisor worries 
about his own department, there will be 
no trouble in the plant.’’ Without labor- 
ing the point it seems clear that important 
relationships between departments are dis- 
regarded by an overemphasis on the indi- 
vidual departments. If everyone made 
certain his own department was function- 
ing correctly, but at the same time did not 
pay attention to the functioning of his 
department in relation to others, then 
trouble would still arise. 

Such, in fact, occurs in those plants 
which make forceful use of budgets. The 
supervisors think only of their own de- 
partments. Few, if any, worry about the 
relationships between departments. The 
inevitable soon occurs. As soon as a mis- 
take is uncovered or an important error 
is made, the supervisors try to blame some 
one else and make certain that their de- 
partment is not the one to be penalized. 

To summarize the findings of this study 
which I have discussed: 


First, budget pressure tends to unite 
the employes against management, and 
tends to place the factory supervisor under 
tension. This tension may lead to ineffi- 
ciency, aggression, and perhaps a com- 
plete breakdown on the part of the super- 
visor. 

Second, the finance staff can be success- 
ful only by finding fault with factory 
people. These failures among factory 
supervisors lead to many human relations 
problems. 

Third, the use of budgets as ‘‘needlers”’ 
by top management tends to make the 
supervisor see only the problems of his 
own department. He tends to ignore prob- 
lems arising from the relationship of his 
department to the rest of the company. 


This very brief resume can only suggest 
the rich array of significant problems 
which this latest Foundation report has 
unearthed. What can the controller do 
about them? Because this research proj- 
ect was decidedly exploratory the Founda- 
tion staff asked the research group to sug- 
gest avenues of approach to some of these 
problems. The final chapter of the report 

Suggestions for Action—is drawn in 
part from the observations of the study, 
in part from results of a large number of 
studies in the human relations field, and 
in part from the personal experience of 
the research group. 

The report provides controllers with 
much to think about. 


Price to members of Controllers Insti- 
tute, $1.50; to all others, $3.00. 
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SOUTHERN CONTROLLERS CONFERENCE 


sponsored by the Dallas Control of 
CONTROLLERS INSTITUTE 


MARCH 28-29 


FRIDAY 


Business Session: “Controllers for the Future’—A , 
JAMES H. ETESON program devoted to education for controllership. DR. CHESTER F. LAY 

Speakers: James H. Eteson, controller, State Mu- 

tual Life Assurance Company and chairman of 

the Education Committee of Controllers Institute 

and Dr. Chester F. Lay, chairman of Management 

Department and professor of Accounting and 

Management at Southern Methodist University 


“The College Student Takes a Look at Controller- 
ship’—A forum in which students of representa 
tive schools of business administration throughout 
the Southwest will have an opportunity to ques 
tion a panel consisting of members of Controllers 
Institute regarding the field of controllership and 
the requisite educational background 


Luncheon—Danish Room—Adolphus Hotel 
Speaker to be announced at a later date 


Business Session: “Living with Taxes’”—R. M. Char 
vice president and director of Magnolia Petro 
leum Company, will speak on “Top Management 
Looks at Taxes.” E. E. Hunter, chief accountant 
Producing Department, Humble Oil & Refining 
Company, R. L. Brummage, controller, Dresser |n- 
dustries, Inc., and Carl Palmgrem, manager, Tax 

=. Cee Department, New Orleans Public Service Com 
pany, will participate in a “Case History Discu 
sion of Accounting far Tax Control” followed by 
a discussion period 





D. A. HULCY 


Annual Dinner—Roof Garden—Adolphus Hote 
Speaker: D. A. Hulcy, president, United States 
Chamber of Commerce and president of Lone 
Star Gas Company 


SATURDAY 


Breakfast Meeting—Officers and Directors of the 

Southern Controls of Controllers Institute JOSEPH R. RYAN 
Business Session: “Living with Expenses”—Willian 

H. Brush, Jr. and Joseph R. Ryan of Atlantic Refin 

ing Company of Philadelphia, followed by dis 

cussion period 


noon Luncheon—Danish Room—Adolphus Hotel 
“The Institute in 1952”—A report of progress by 
Charles Z. Meyer, president of Controllers Insti 
tute of America and vice president and comptrol- 
ler of the First National Bank of Chicago and 
Walter Mitchell, Jr., managing director of Cor 
WALTER MITCHELL, JR. trollers Institute of America. Adjournment CHARLES Z. MEYER 


AOoqogtren# v HW @O 2 83a GC ACh t & Ss 
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Increase in ‘Real’ National Net Worth 


During Past Five Years Noted 


ATIONAL WEALTH in terms of constant 
N prices has increased considerably 
since the end of World War II, and the 
rate of increase for the 1946-1950 period 
of about 5 per cent per annum is probably 
higher than that for any period of equal 
length since the late nineteenth century. 
By 1948 total national wealth in prices 
current in that year was about $800 billion. 

These are two of several conclusions 
reached by Dr. Raymond W. Goldsmith 
in “A Perpetual Inventory of National 
Wealth” which was prepared for the 14th 
volume of “Studies in Income and 
Wealth” published recently by the Na- 
tional Bureau of Economic Research. 

In his introduction to the report, Martin 
R. Gainsbrugh, chief economist of the Na- 
tional Industrial Conference Board, and 
editor of the volume, points out certain 
cautions in interpreting wealth figures for 
recent years, particularly when expressed 
in current dollars. Mr. Gainsbrugh states 
that such data are necessarily drawn from 
an economy still in the throes of acute 


‘Let me tel you how 
we sliced payroll 
record costs!" 





We used to worry about getting up 
ur payroll figures 

The gitls would have to stay over 
time Sometimes the figures didn’t 


check. And we were constantly break 


ing i 


new girls 


tecording and Statistical 
| 


ur payroll figures on 





their autom high-speed tabulating 
machines that are specially designed 


for payroll work. Why they even pro 


postwar inflation and that the ‘real’ value 
of much of the capital formation, both 
business and personal, of the postwar years 
is yet to be determined. 

Mr. Gainsbrugh comments that in terms 
of quantity there has been a substantial, 
if not record-breaking, increment in the 
stock position of both producer and con- 
sumer during the past five years. But he 
warns that the real value in terms of earn- 
ing power of many of these high cost ad- 
ditions to stock is still indefinite and may 
bear little relation to values derived from 
original cost. 

Dr. Goldsmith presents 12 conclusions 
concerning the national wealth position. 
Among these is the fact that total national 
wealth in his narrower definition (exclud- 
ing military assets, sub-soil assets, and cer- 
tain other minor items) increased from al- 
most $65 billion in 1896 to almost $800 
billion in 1948 in current prices of the in- 
ventory date. About two-thirds of this in- 
crease reflects a rise in price level. Dr. 
Goldsmith finds that land has become a 





vide us with completed W-2 forms! 


No more headaches for us—and we 
save thousands of dollars each month 


to boot!" 
SEND FOR FREE BROCHURE NOW! 


Trim your overhead costs now. Find 
out more about Modern Pavroll Service 
(Other tabulation services: sales, or- 
ders, prices, costs, mventories, vouch 
ers, and other statistics.) Why not 


call or write now? 


RECORDING & STATISTICAL CORP. 


eeoeeoee CHICAGO 


ON DETROIT: MONTREAL 


TORONTO e888 


100 Sixth Avenue, New York 13, NY 




































































smaller proportion of national wealth, re- 
flecting the decline of the share of agricul- 
ture in total tangible national assets. 

Comparing business wealth (plant and 
equipment, etc.) and consumers’ wealth 
(homes, cars, etc.), Dr. Goldsmith finds 
that in 1900 the ratio was about four to 
three, but by 1948 consumer wealth was 
greater than its business counterpart. 

Within the reproducible assets category, 
Dr. Goldsmith Eds that in 1900, equip- 
ment slightly exceeded inventories while 
structures were nearly three times as large 
as either. In 1948, the relation was ap- 
proximately the same as in 1929 when 
equipment was valued at more than twice 
inventories, and structures were valued at 
only a little more than twice equipment. 

As to the share of foreign assets in na- 
tional wealth, Dr. Goldsmith finds that 
this has changed more than any other 
major component although it has always 
been small. In 1948, he adds, private net 
foreign investments were only about 2 per 
cent of domestic national wealth. 

Dr. Goldsmith comments on the rising 
proportion of government wealth. In 
1900, he shows, federal, state, and local 
governments owned about 8 per cent of 
tangible national wealth. By 1929 their 
share had risen to 10 per cent. Astonish- 
ingly enough, the share of government 
was not much larger in 1948—about 15 
per cent—if the comparison is confined to 
non-military domestic assets. 

The highest proportion of government- 
owned tangible wealth that could be esti- 
mated would be a little over 20 per cent, 
but, Dr. Goldsmith adds, it is hardly a 
realistic figure, as it would require the in- 
clusion of military assets at their depre- 
ciated replacement cost as well as foreign 
loans by the United States government at 
their face value. Moreover, it depends in 
large degree on the value attributed to the 
land under roads and streets. 

Reviewing the national wealth-income 
ratio, Dr. Goldsmith finds that it remained 
quite close to 5 to 1 until 1929, and re- 
turned to that level in the late 1930's 
after a temporary bulge during the Great 
Depression. The ratio declined sharply 
during World War II and by 1948 was 
still below 4 to 1. 

In reviewing the change in wealth per 
capita, Dr. Goldsmith finds that over the 
1896-1948 period reproducible tangible 
wealth per capita in 1929 prices grew at 
an annual rate of about 114 per cent. As 
a result, the quantity of reproducible 
tangible assets at the disposal of every in- 
habitant of the United States has doubled 
within the last 50 years. 


THE CONTROLLER * MARCH, 1952 











LEM 


| 


t] 
\ 
\ 


uh! ™ HNN 





= NS ' 











y 


NE RUBBER BAND: {3.004% PAPER FORMS ! 


It would take an 8-foot rubberband to go around the 5678* forms required 
to produce one common rubberband and place it on your desk. 

Analysts say industry spends 37 per cent of its time in paperwork; no 
doubt much the same is true in your business. Yet paperwork is so 
scattered and taken-for-granted that businessmen tend to hunt in the 


factory for economies and speed-ups, overlooking vast opportunities in 
the great undercurrent of paperwork. 


DITTO CONVIROLS PAPER WORK! 


Paperwork can be a brake on action; it can be a quicksand for profits; 
or with DITTO One-Writing Systems, it can be a production tool of 
far-reaching effect. DITTO One-Writing Systems direct, control, 
coordinate and expedite. They cut out delays and error. They release 


employees for productive work. They make plant and payroll 
do more and earn more. 


AMERICAN INDUSTRY DEPE\DS ON 


| DITTO. 


ONE-WRITING SYSTEMS ! 


In these days of defense pressure and heavy paperwork, 
large companies and small declare that their DITTO 
Systems, machines and supplies are more than ever 
essential for their peak efficiency. Today's greatest 
economies and betterments are found in paperwork. 


Ask for specific data showing how the DITTO 
Payroll, Production, Order-Billing, Purchasing 
and other systems definitely streamline your 


paperwork and bring benefits all down the line. 
No obligation, just write. 


DITTO, Incorporated 


2233 West Harrison Street, Chicago 12, Illinois 


WS 


*Estimated 
T.M. Reg. U.S. Pat. Off 
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INDUSTRIAL INTERNAL AUDITING* 


By W. A. Walker and W. R. Davics 


Reviewed by HANS C. TODT 
Comptroller 

Bristol Laboratories Inc. 
Syracuse, N. Y 

The authors of this book are vice presi- 
dent, accounting, and director, Audit Di- 
vision, respectively, of the United States 
Steel Company. The purpose of the book, 
as stated in the introduction, is to fill a 
need for the discussion of Internal Audit- 
ing principles with particular emphasis re- 
lating to the requirements of industrial 
companies. 

Although the material is primarily com- 
piled for use in a course on this subject 
given at the University of Pittsburgh, its 
content is such that it should find a ready 
acceptance on the part of all individuals 
interested in internal auditing. The book 
contains 19 chapters and an appendix con- 
sisting of several well-executed problems 
with solutions either presented or obtain- 
able. 

The book in its introductory chapter 
reviews the objectives of the Institute of 
Internal Auditors and presents the relation 
of internal auditing to management. This 
part of the chapter stresses the benefit to 
management of the work of the internal 
auditors. It also points up the opportunities 
available to internal auditors in assisting 
management in the formation of company 
policies. 

Chapter Two reviews the standards of 
the internal auditing profession discussing 
the appraisal of personnel, the necessary 
training and education as well as the meas- 
urement of audit staff effectiveness. 

Chapter Three discusses the objective 
of the system of internal check and con- 
trol and includes a comprehensive speci- 
men check list of internal control require- 
ments relating to a number of subjects. 
Several samples of the authors’ analysis of 
an organization are included. 

It is interesting to note that in Chapter 
Four which covers cases of fraud, only a 


* Published by McGraw-Hill Book Com- 
pany, New York, N. Y. $5.00. 





few pages are given to this phase of in- 
ternal auditing. It is the authors’ opinion 
that while the discovery and prevention 
of fraud is not the prime duty of the 
auditors, the subject is of professional in- 
terest and, therefore, worthy of specific 
treatment. 

In subsequent chapters, the authors re- 
view the types of internal audits, the pro 
and con of centralization and de-central- 
ization of the internal auditing depart- 
ment, and also indicate their preferences 
for what they term “Functional Audits.” 
The selection of auditors, the use of audit 
manuals, as well as the relationship of the 
audit division to the other staff activities, 
are also briefly discussed. 

A chapter on internal audit reports, and 
the planning and making of the audit, 
complete that part of the book which deals 
with the general background of industrial 
internal auditing. 

Beginning with Chapter Nine and 
through Chapter Twelve, the authors pre- 
sent the steps necessary in the audits of 
cash, the credit and accounts receivable 
departments, industrial auditing in relation 
to inventory control, the purchasing de- 
partment, and accounts payable. In these 
chapters, the authors have drawn upon 
their wealth of experience in the industrial 
auditing field. In addition, they empha- 
size the necessity of a practical approach 
to the problems of internal auditing, de- 
precating the application of mechanical 
techniques by the auditors and stressing “a 
thinking out of objectives’’ attitude. 

The audit of sales offices and shipping 
and invoicing controls is fully covered in 
Chapter Thirteen. 

Likewise, Chapter Fourteen reviews the 
objectives and scope of the pay roll con- 
trol audit. 

Because of the increasing importance 
of Incentive Plans, Chapter Fifteen is of 
peculiar interest. The chapter also reviews 
the internal auditor's responsibility in con- 
nection with production planning and the 
cost of manufacturing. 

Chapter Seventeen, which covers the 
internal audit procedures relating to the 
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trafficand transportation departments, | se 


summarizes in a few pages some of the | 


internal audit aspects relating to these de- 
partments. 

Perhaps one of the most important chap- 
ters in the book, primarily because of the 
increase in construction activities of many 
companies, is Chapter Eighteen which 
covers the control of maintenance and con- 
struction appropriations. It deals in detail 
with the capital investment activities, the 


audit of lump sum, unit price and cost plus | 
contracts, as well as the proper auditing 


of escalation clauses and premium time 
payments. 


The final chapter in the book covers the | 


steps to be taken in the preparation of a 
preliminary investigation relating to the 
purchase of a business. 

The balance of the book, or approxi- 
mately 50 per cent, is given over to an ap- 
pendix presenting case problems in con- 
nection with construction auditing, pay 
roll audits, traffic and transportation au- 
dits, incentive auditing and shipping and 
invoicing controls. These problems, the 
solutions to which either are presented or 
obtainable, have been worked out in con- 
siderable detail and reflect careful prepa- 
ration on the part of the authors. 

It is the reviewer's reaction that through- 
out the entire book the material presented 
based largely upon the authors’ diversified 
experience together with the profusion of 
new ideas, makes it a good reference work 
on Industrial Internal Auditing. 

There are perhaps several places in the 
book where more thorough editing could 
have been performed to the advantage of 
both authors and readers and some of the 
chapters expanded by the inclusion of 
other related materials; even so, the book 
will be a useful addition to the library of 
accountants. 


OTHER BOOK ENTRIES 
TECHNIQUES OF CONTROLLERSHIP 
INFLATION: CHALLENGE TO FREE EN- 

TERPRISE 
CURRENT TAX ASPECTS OF CONTROLLER- 
SHIP 
STABILIZATION AND THE CONTROLLER 
Papers presented at the 20th Annual 
Meeting of Controllers Institute in handy 
pamphlet form. 


Controllers Institute of America, Inc., 
1 East 42nd Street, New York 17, N. Y. 
SOc each. 


1952 GUIDEBOOK TO CALIFORNIA TAXES. 
By Russell S. Bock. Commerce Clearing 
House, Inc., 214 N. Michigan Avenue, 
Chicago 1, Illinois. $3.00. 


1952 GUIDEBOOK TO NEw YorRK STATE 
INCOME TAXES. By Samuel M. Monatt. 
Commerce Clearing House, Inc., 214 
N. Michigan Avenue, Chicago 1, Illi- 
nots. $3.00. 
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“22 CENTS—WHERE ARE YOU?” 


Nine o'clock at night, and this poor fellow, supperless and cold is 
still chasing an error of 22 cents. 


PITY THE MAN! 
—and all bookkeepers like him, who worked in the year 1839.Their day 


began at six in the morning, was supposed to end at six at night, but profes- 
sional pride kept them over time until their accounts were balanced. 


It’s all because in those days, each entry was made by hand, there were 
no adding or calculating machines and old-time ledgers had too few 
columns. Various kinds of income and disbursements had to be bulked 
under general headings. 

Today, Tarco efficiency forms have so systematized record keeping 
that auditors and bookkeepers have complete control over figures at 
all times, errors are easily found and the status of a business is appar- 
ent from day to day. 


You should see the Tarco catalog covering 240 modern forms, flexible 
chain-post binders and other auditing aids. Also, if you use any forms 
made to fit your particular business, we custom-print them to your 
exact specifications. 


Don’t delay! Write for Catalog F-1 today. 








Consult your Public 
Accountant about 
the best Forms for 
your Business. 


TALLMAN) ROBBINS & CO. 


Tarco Better Business Forms, Binders and Co-ordinated Filing Equipment since 1912 
320 W. Superior St., Chicago 10, Illinois 
New York + Kansas City + Indianapolis + Tulsa + Witchita + Washington 


























What Cummins Does for Your Bank © 
Cummins CAN DO FOR YOU! 


MY BANK 
MARKS 24,000 
ITEMS AN HOUR 


THE SAME 
MULTIPLE MARKING 
SAVES HOURS 
EVERY DAY IN 

MY BUSINESS 


Multiple Marking Offers 





BIG SAVINGS in EVERY BUSINESS 


Bankers can't wait —they must pay today’s checks today! Only the fastest 
known method of multiple-marking will do. That’s why you always see 
the Cummins “holes you can read" in your canceled bank checks. 

Because Cummins multiple marks 20 items at a time by perforating, 
banks do in three minutes what ordinarily takes one hour with a hand stamp. 

Whether your business validates, approves, dates, receipts, numbers, 
codes or cancels invoices, purchase orders, shipping or receiving tickets, 
sales slips, coupons, labels or other internal papers, a Cummins Perfora- 
tor can pay its cost many times over.* And there's no skips, no smearing, 
no illegibility, no chance of later alteration for intentional or unintentional 
re-use or re-payment. 

There's a Cummins Perforator that fits your business and your needs — 
and brings you 20 to 1 savings in time and salaries. Get the facts today. 


IN BUSINESS AND BANKS @ SINCE 1887 


-----GUMMMS ----.4 
} Cummins-Cnicago Corp. MBB 
I Clip and Attach to Your Letterhead Today 

i Cummins-Chicago Corp., Chicago 40, Ill., Dept. C-32 

| *| want proof and facts. Send me Certified Gould Reports on several present users. 
I Name pibdnnlaighaoininbin 

I Company 

- Address 

i City State 


ORIGINATORS OF PERFORATORS 


titi mneawm: 
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How Taxes Hit Security 


How savings and family security are 
seriously affected by current taxes has been 
measured in a new 138-page research study 
by William J. Casey and J. K. Lasser. By 
the time he is 65, present tax rates will cost 
$103,683 to a 35-year-old man who is 
making $10,000 a year. The potential sav- 
ings which he will lose as a result of the 
post-Korea tax increase alone are esti- 
mated at $24,299. Lasser and Casey esti- 
mate the lifetime tax cost to a 35-year-old 
man making $25,000 at $408,762. He 
loses potential savings of $89,358 as a re- 
sult of the post-Korea tax increases alone. 

The outlook is equally grim for the man 
who wants to build his future security out 
of his own savings, according to the two 
financial experts. If all incomes of $10,000 
and more were confiscated, it would not 
now yield as much as $3 billion and that 
would be wiped out by a 5% rise in the 
Federal budget, which has already risen 
more than 100% in the last few years. 

This burden on future income enor- 
mously enhances the value of savings al- 
ready accumulated. And it is compounded 
by the fact that the tax collector shares in 
income, suffers nothing from loss and even 
denies full tax credit for many losses. As a 
result of these factors, a man in the $25,- 
000 tax bracket finds he will keep about 
3% on return on the stock of a corpora- 
tion which makes 10% before taxes. Yet, 
if he lost his investment in this stock, it 
would take him more than 43 years to re- 
cover his capital from the income of a 3% 
bond. Thus, the current tax structure places 
an enormous premium on the safety of an 
investment. 

Against this background, the authors 
evaluate the investment alternatives which 
offer some hope under the present tax 
structure. Their study appraised the tax 
appeal of oil, cattle, citrus groves and 
timber, as well as the more orthodox in- 
vestment vehicles such as tax-exempt 
bonds, stocks promising capital gain, mu- 
tual funds, life insurance, annuities and 
real estate. The main lines of approach 
to finding an appropriate investment with 
tax appeal are summarized as follows: 


1. Emphasis on putting tax dollars to 
work to develop capital values, i.e., oil 
and cattle operations. 

2. Emphasis on safety of principal and 
maximum spendable cash return, i.e., tax- 
exempt securities. ‘ 

3. Emphasis on shooting for capital gain 
while getting as much security of principal 
as possible, i.e, convertible bonds, stock 
warrants. 

4. Slow but certain build-up of value in 
a way which cannot be reached by the an- 
nual income tax, with emphasis on build- 
ing capital value for old age security. In- 
surance, timber, cattle and citrus groves 
suit this purpose well. 

“Tax Sheltered Investments” is avail- 


able at $12.50 a copy. 


1952 
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Cost, Price Control Can 
Aid in Inflation Fight 


Only through the wide and consistent 
application of principles of cost and price 
control to all parts of industry can the 
forces of today’s mounting inflation be 
held in line or directed in a manner to 
delay or minimize its effects, declared Her- 
man A. Papenfoth, president of the Na- 
tional Association of Cost Accountants 
recently. Mr. Papenfoth is manager of fi- 
nance of the Trumbull Division of Gen- 
eral Electric Co., Plainville, Conn., and a 
member of Controllers Institute of 
America. 

Inflation, he warned, is an insidious 
enemy of our economy which can be al- 
most as successful as war itself in wreck- 
ing our American system and institutions. 
To offset its undermining effects, Mr. 
Papenfoth called for increased production, 
greater efficiency, cost control and cost re- 
duction. 

This can be achieved in large measure, 
he stated, by the application of everyday 
practices of cost predetermination and con- 
trol on the part of accountants in industry. 
The industrial accountant can also serve 
management and industry, as well as gov- 
ernment, through his intimate knowledge 
of costs and price relationships. 

One of the greatest challenges before 
American industry today, Mr. Papenfoth 
pointed out, is the full and efficient utiliza- 
tion of production facilities, manpower 
and materials in order to obtain maximum 
production at low cost and with a mini- 
mum of inventory investment. 

Accomplishment of these objectives, he 
said, will produce maximum results with 
the available material and labor supply at 
a time when production demands are 
greatest, in order to meet the combined 
requirements of government defense needs 
and consumer requirements. 


Million-Dollar Plants in 
South Exceed 2,500 


The South now has more than 2,500 
industrial plants valued at $1 million or 
higher, the Southern Association of Sci- 
ence and Industry said recently in re- 
porting that it had begun the compila- 
tion of the first directory listing all that 
region’s industries. 

H. McKinley Conway, Jr., the asso- 
ciation’s director, said preliminary stud- 
ies showed that of the million-dollar 
plants there were approximately 552 in 
the textile industry; 498 in chemicals, 
petroleum and fertilizers; 335 in foods 
and beverages; 264 in lumber and furni- 
ture; 252 in metals and metal fabricat- 
ing; 212 in machinery and equipment; 
161 in clay, coal and other minerals; 
and 140 in pulp and paper. 
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...counts 


coupons, tags, 


currency, 


checks, tickets, 


transfers 


Want something 
counted?.. 


Used to take Opal hours to count the coupons 
that came in the morning mail...even at that, accuracy 
to the nearest ten was considered right on the nose! 

... But then the firm got a Tickometer counting machine, 
and now Opal’s finished in a matter of minutes... 

not only counts all the coupons in the place, but all the 
currency on hand in the accounting department plus 
checks. The new Tickometer optionally does rubber- 
stamping, marking, endorsing, too. 

Does your firm have something that should be 
counted and or marked fast, accurately, automatically ? 
...Get all the facts on a Tickometer!—a machine that 
handles up to 1,000 paper items a minute... five to 
ten times faster than manual methods... feeds and 
stacks automatically... records and imprints both 
full and partial runs...never makes a mistake! 


Saves time and trouble wherever accurate 
counts are needed, in thousands of stores, banks and 
businesses ...Call the nearest Pitney-Bowes office 
or send coupon below for illustrated booklet... now! 


= Pitney-Bowes 
© TICKOMETER 


Counting & Imprinting Machine 
PITNEY- BOWES, INC. 
3021 Pacific St., Stamford, Conn. 
Please send illustrated Tickometer booklet to: 
Name 
Firm 
Address 


State 





Standard Chart of Accounts 
Issued for Newspapers 


STANDARD CHART of Accounts for 

Newspapers, prepared by its Tech- 
nical Advisory Committee, is being dis- 
tributed to members of the Institute of 
Newspaper Controllers & Finance Officers. 
According to T. F. Mowle, president of 
the organization, who is comptroller of 
the Wall Street Journal, the new chart pro- 
vides the newspaper field with a sorely 
needed, basic accounting tool. It codes and 
classifies all accounting entries in orderly 
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@ A check of the prop- 
erty accounts against the 
property itself frequently 





reveals substantial un- 
recorded deductions. 


Such unexplained short- 
ages may be prevented 
through Continuous 





American Appraisal Ser- 
vice which keeps the 
property record in line 
with the property facts. 
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Over Fifty Years of Service 
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fashion, and makes it possible for publi- 
cations of every size to perfect their ac- 
counting procedures, cost studies and 
budgets. 

“The chart facilitates comparisons,” Mr. 
Mowle declared, ‘by providing uniform 
terminology of accounts and uniformity 
of classification. This paves the way for 
management to obtain exactly comparative 
page costs for editorial and advertising de- 
partments, comparative mechanical costs 
per column or page, comparative circula- 
tion cost per subscriber, and so forth.” 

In setting up the uniform chart, the 
INCFO committee, which was assisted in 
the final drafting by the accounting firm 
of Haskins & Sells, established the follow- 
ing classifications: assets; liabilities and 
quities ; newspaper operating revenue ; 
newspaper operating expenses ; non-news- 
paper operating revenue, and income cred- 
its; mon-newspaper Operating expense, 
and income charges; income taxes, surplus 
charges and credits. 

A six-digit system is followed in coding 
accounts. In the expense accounts the first 
three digits are used to indicate depart- 
ments or major cost groupings, the second 
three for primary expense accounts. In all 
other accounts only the first three digits are 
used, the second three being available for 
further analyses, if desired. 

This method permits extreme elasticity, 
Mr. Mowle explained. “Since the basic 
accounts are assigned numbers ending in 
zero,” he pointed out, ‘a small company, 
if it wishes, may use a simple two-digit 
code, adding other digits if, as and when 
more supporting detail is desired. Larger 
newspapers may employ more detailed 
classifications, but accurate comparisons 
may still be made among all newspapers 
employing the chart.” 

The chart of accounts for expenses, the 
INCFO official revealed, is expandable up 
to 300 basic groupings within the account 
numbering system provided, 79 numbers 
being allowed for Editorial and News 
alone. The chart of primary accounts al- 
lows numbers for reallocating such ex- 
penses as depreciation, insurance, taxes, 
etc., to the productive departments. 

The new chart, which is already in use, 
or in process of adoption, by many news- 
papers throughout the United States and 
Canada, including Mr. Mowle’s own pa- 
per, can be used in connection with all 
accounting systems, because no attempt is 
made to indicate certain items as ‘general 
ledger accounts” or “subsidiary ledger ac- 
counts.”’ It is equally adaptable to punched 


card accounting systems and to the accu- 
mulation of quantitative statistics in the 
same accounts where dollars are posted. 

This elasticity of the new Standard 
Chart of Accounts was emphasized by 
Haskins & Sells when submitting the final 
draft for approval by the INCFO. “Based 
on our review of the material collected by 
your Technical Advisory Board and our 
Own experience in serving newspaper com- 
panies,” the accounting firm , shar 
“we believe the plan will be acceptable to 
the greatest number of newspaper con- 
trollers and finance officers; and that its 
flexibility will permit complete freedom of 
choice within each company as to the de- 
tails of statements for management and 
other purposes, while resulting in the uni- 
formity required for the collection of com- 
parable statistics.” 

In its printed form, the chart is prefaced 
with an introduction by Robert P. Hunter 
of the Birmingham (Ala.) News, Post- 
Herald, chairman of the INCFO's Tech- 
nical Advisory Board, which devoted three 
years of study and research to the prepara- 
tion of the chart. The latter, Mr. Hunter 
advises, ‘‘is now offered to the newspaper 
publishers as a means of introducing uni- 
formity into accounting methods, because 
the lack of such uniformity has handi- 
capped the industry in the past, and be- 
cause it is imperative that a medium of 
cost comparisons by circulation groups be 
developed as an aid to constructive man- 
agement.” 

Serving with Mr. Hunter in the project 
were the following Technical Advisory 
Committee members: William Canfield, 
Inland Daily Press Association; L. A. 
Denny, San Francisco (Calif.) Chronicle; 
Harold Ferguson, Garden City (N. Y.) 
Newsday; J. Edward Gerald, University 
of Minnesota; W. Raymond Hays, Louis- 
ville (Ky.) Courier Journal and Times; 
Frank T. Hodgdon, Jr., Cleveland (Ohio) 
Plain Dealer and News; Carl T. Koester, 
Des Moines (Iowa) Register & Tribune; 
S. A. McAdams, Oklahoma (Okla.) O&/a- 
homan ; W. J. Poch, Pittsburgh (Pa.) Sun- 
Telegraph; Robert M. Sherwood, Detroit 
(Mich.) News; Roy Walden, South Bend 
(Ind.) Tribune; Harry Weinstock, New 
York (N. Y.) Times and J. W. West, 
Kingsport (Tenn.) Times-News. 

The Standard Chart of Accounts is copy- 
righted by the INCFO, but is available to 
nonmembers as well as members of that 
organization, priced at $10.00 per copy. 
Headquarters of the INCFO are at 1776 
Broadway, New York 19, N. Y. 
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4 Nearly nine out of 
each ten of our employees 


are... participating un 


The Payroll Savings Plan.” 


E. J. HANLEY 


President, Allegheny Ludlum Steel Corporation 


Member, Controllers Institute ot America 


“Systematic Savings offer the surest means of future security and we know 
of no better systematic savings plan than that afforded by payroll deduction 
purchases of U.S. Defense Bonds. Nearly nine out of each ten of our em- 
ployees are helping their country while they save by participating in this plan.” 


* the patriotism and sound sense of the Allegheny 
Ludlum employees who know that every dollar 
they invest each month in U.S. Defense Bonds is 
a double duty dollar — it helps to keep America 
it builds personal security for the 


There are three easily understood reasons why 88% 
of Allegheny Ludlum’s 14,378 employees are enrolled 
in the Payroll Savings Plan: 

¢ the recognition by Mr. Hanley and his associ- arene « - 
ates of the Payroll Savings Plan as a major con- 


tribution to America’s Defense effort... an im- 


employee. 
{f employee participation in your Payroll Savings Plan 


portant, stabilizing factor in our national econ- is less than 50% ... or if you are one of the relatively 


omy ...a road to personal security for Allegheny few industrial companies that does not have a Payroll 


Savings Plan, phone. wire or write today to Savings 
Bond Division, U.S. Treasury Department, Suite 700, 
Washington Building, Washington, D.C. You will get 
all the assistance you may need to place your company 


Ludlum employees. 


¢ Allegheny Ludlum's person-to-person canvass 
of employees, which put an application blank for 
the Payroll Savings Plan in the hands of every 


man and woman on the company payroll. 


among the thousands of companies that have 60, 70, 
80%, even 88% participation in the Plan That Protects. 


The U. S. Government does not pay for this advertising. The Treasury De- 
partment thanks, for their patriotic donation, the Advertising Council and 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


EDMUND C. DICKERSON (#3890-1947), 
formerly assistant treasurer, Federal Motor 
Truck Co., Detroit, Mich., has joined the 
Western Tablet & Stationery Corporation, 
Dayton, Ohio 


LAMBERT J. Gross (#4401-1948) has 
been named vice president of Electric Boat 
Company, New York. He was formerly 
comptroller 


Leo C. Levin has resigned as treasurer 
and controller of Franklin Simon, New 
York. During the last 14 years he has been 
executive vice president, treasurer, direc- 
tor and controller. Mr. Levin will con- 
tinue as consultant until January 31, 1954. 

IRVING D. Datz has been named con- 
troller for Franklin Simon. Mr. Datz was 
formerly on the staff of Touche, Niven & 
Co. tor nine years 


FREDERICK W. ROH, comptroller of 
Thomas A. Edison, Incorporated, West 
Orange, N. J., has been appointed treas- 
urer of the company. Mr. Roh, who has 40 
years of service, will continue to function 
as comptroller in addition to his duties as 
treasurer. He replaces Howarp H. Eck- 
ERT, vice president and director, who has 
expressed his desire to retire from the com- 
pany on July 1, 1952, after 47 years of 
service. He has been treasurer since 1937, 





CARL G, JENSEN 
( #262-1933), 
vice president 
and controller of 
A.M. Byers 
Company, Pitts- 
burgh, Pa., has 
retired after hav- 
ing served the 
company for 37 
years. He has 
been succeeded as 
controller by ROLF GRIEM (#1918-1941) 
who held the 
post of assistant 
controller of the 
company for the 
past eight years. 
Mr. Jensen is a 
past president 
of the Pitts- 
burgh Control 
of Controllers 
Institute of 
America, 1940- 
1941. MR. GRIEM 


MR. JENSEN 


WILLIAM G. LINN (#4733-1949) has 
joined Lawter Chemicals, Inc., Chicago, as 
controller. He was formerly associated 
with the Scholl Mfg. Co., Inc., of the same 
city, as comptroller. 


CHANGING YOUR ADDRESS? 


Notice of change of address for THE CONTROLLER 
should be received in the editorial offices of THE CONTROL- 
LER, One East Forty-second Street, New York 17, N. Y., 
before the first of the month to affect the follow ing month's 
issue. For instance, if you desire the address changed for 


your May issue, we should be notified of your new address 


before April 1. Be sure to include your postal zone as well as 
/ 


JOUV Old ANd NeW address. 
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JOHN D. GRAYSON (#1561-1939), pre- 
viously vice president and comptroller of 
the Magnavox 
Company, Fort 
Wayne, Indiana, 
joined Western 
AutoStores, Inc., 
of Kansas City, 
Missouri on Jan- 
warty 1, i952. 
Mr. Grayson, 
who holds the 
title of vice pres- 
ident in his new 
firm, is currently 
serving as chair- 
man of the Institute’s Committee on Man- 
agement Planning and Control. While 
serving as treasurer of Hazeltine Electron- 
ics, Inc. of New York, prior to his associa- 
tion with Magnavox, Mr. Grayson was 
president of the New York City Control 
of Controllers Institute. 





MR. GRAYSON 


D. NEvIN SMITH (#3231-1944), vice 
president and comptroller of the Electric 
Storage Battery Co., Philadelphia, Pa., was 
recently named executive vice president of 
Willard Storage Battery Company, Cleve- 
land, Ohio, to succeed CLAuDE E. Mur- 
RAY, executive vice president since 1947, 
who was elected president. Mr. Smith, a 
CPA, joined Electric in 1943 after 14 years 
with Lybrand, Ross Bros. & Montgomery, 
Philadelphia. He is a member of ATA and 
NACA. 


JOHN J. SCANLON (#4904-1950), for- 
merly assistant comptroller, the Bell Tele- 
phone Co. of Pa., Philadelphia, is now an 
assistant treasurer, American Telephone 
and Telegraph Company, New York. 


Hosart M. BROWN (#2885-1944), as- 
sistant secretary and treasurer, the Toledo 
Steel Products Co., Toledo, Ohio, was re- 
cently appointed division controller when 
the above company, a wholly owned sub- 
sidiary of Thompson Products, Inc., Cleve- 
land, was dissolved and made a division of 
the organization. Mr. Brown's address is 
still Toledo however. 


Rosert E. KinG (#1136-1938) was re- 
cently elected treasurer as well as control- 
ler and assistant 
secretary of the 
Los Angeles 
Turf Club, Inc., 
Arcadia, Calif. 

Mr. King 
served as presi- 
dent of the Los 
Angeles Control 
of Controllers 
Institute, 1945- 
1946, as a Mna- 
tional director of 
the Institute, 1950-1951, and is currently 
a member of the Advisory Council. He was 
a member of the National Planning Com- 
mittee, 1947-1951 and chairman of the 
Committee, 1949-1950 and 1950-1951. 





MR. KING 








M. G. MILLER (#4630-1949), assistant 
controller, West Penn Power Co., Pitts- 
burgh, Pa., is now assistant vice president 
of the West Penn Electric Company, New 
York. 


Harry G. GILBERT (#5279-1951) re- 
cently resigned as controller of Frank G. 
Shattuck Company, New York, to accept 
the post of assistant controller of the 
Bigelow-Sanford Carpet Company, of the 
same city. 


J. B. NEWMAN (#4116-1947) is now 
secretary-treasurer of Federal Motor Truck 
Company, Detroit, Michigan. Mr. New- 
man was formerly controller of Reo Mo- 
tors, Inc., Lansing, Michigan. 


THURBER H. BieERCE (#1802-1940) has 
joined Dan River Mills, Inc., New York, 
as secretary and treasurer. He was for- 
merly with the Rochester & Pittsburgh 
Coal Company, New York, as controller. 


EpWarD J. MACK has been elected con- 
troller of Dan River Mills, Incorporated, 
Danville, Vir- 
ginia to replace 
J. DUNCAN 
WeEBB (#5180 
1951), who has 
resigned. Mr. 
Mack recently 
came to Dan 
River from Bur- 
lington Mills 
Corporation in 
Greensboro, 
N. C., where he 
was head of the 
internal audit department. Previously he 
had been a senior management consultant 
on financial policies and control problems 
with Griffenhagen & Associates, manage 
ment consultants. 


MR. MACK 


R. L. WititaMs has been appointed 
plant controller of the Houston, Texas, 
plant of the National Supply Company. 
He succeeds WILLIAM T. SARGEANT, who 
retired after nearly 40 years as a member 
of National’s organization. 

Mr. Williams entered the accounting 
department of the Houston plant in 1945 
after two and one-half years overseas with 
the Army Air Force, prior to which he had 
been in accounting work at Corsicana, 
Texas. 


BrucE A. BALDERSON (#3888-1947) 
recently resigned as comptroller of Chi- 
cago Molded Products Corporation of Chi- 
cago, Illinois, to join the Keller Tool 
Company of Grand Haven, Michigan, as 
treasurer. 


ARTHUR WoORSNOP (#3329-1945) has 
assumed the duties of controller with CAT 
Incorporated, Hong Kong, China. He was 
formerly controller of Nepera Chemical 
Company, Inc., Yonkers, N. Y. 
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WE “DO HEREBY GRATEFULLY ACKNOWLEDGE 


The January 21 meeting of the Pitts 
burgh Control was the scene of a special 
event when two of the past national presi- 
dents of Controllers Institute, Paul J. 
Urquhart (1936-1937) and Oscar N. Lin- 
dahl (1939-1940), were presented with 
Honorary Life Membership Certificates by 
Paul E. Shroads, a national director of the 
Institute and vice president of Region IV. 
Mr. Shroads (right) is assistant treasurer 
of National Steel Corporation, Pittsburgh. 

Mr. Urquhart (left) held the position 
of vice president of the Aluminum Com- 
pany of America, Pittsburgh, while serv- 
ing as national president. He is now re- 
tired. 

Mr. Lindahl (center), retired vice pres 
ident-finance of Carnegie-Illinois Steel 
Corporation, IS NOW serving as executive 
director of the General State Authority 
Commonwealth of Pennsylvania in Har 
risburg, Pennsylvania. 


The Indianapolis Control of Controllers 
Institute had as its guest of honor, at the 
January 10 meeting, Roscoe Seybold, past 
president of Controllers Institute (1938 
1939). Mr. Seybold was presented with 


an honorary life membership in the Insti- 
tute, on behalf of the National Organiza- 
tion, by Edward M. Karrmann, the first 
president of the Indianapolis Control. 

It was during Mr. Seybold’s administra 
tion as national presid:nt that the Indian- 
apolis Control was organized. Mr. Seybold 
presided at the Control's first meeting and 
presented the Control with its charter. 

Mr. Seybold is a retired vice president 
of Westinghouse Electric & Manutactur 
ing Company, Pittsburgh. He ts currently 
serving as executive secretary of the 
Alumni Scholarship Foundation of Pur- 
due University. 

The January meeting of the Indianapo 
lis Control, at which the award to Mr 
Seybold was made, was designated as Past 
President Night and all 12 past presidents 
of the Control were present, 

In the photograph below ( left to right) 
are: Fred H. Bretthauer, secretary of the 
Indianapolis Control; Richard A. Rice, 
preside nt of the Control; John R. Sander- 
lin of Louisville, regional vice president ; 
Mr. Seybold; Edward M. Karrmann 
(making the presentation) ; and Frederik 
M. Hadley, vice president of the Control 
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This Book 


should be sold... 


you can have it 
for nothing! 





UARCO'S ENCYCLOPEDIA | 
OF BUSINESS FORMS | 
FOR PURCHASING , 


Every now and then business is 
offered a truly helpful book. This is one! 
It contains no advertising; only facts... 
thirty-eight pages about Purchasing 
Forms. Uarco breaks down your eight 
basic Purchasing Forms; Purchase Requi- 
sition, Request for Quotation, Purchase 
Order, etc., and tells you 


¢ what the form is ¢ why it is used ¢ who 
uses it ¢ where it originates © distribution of 
copies © details of design . . . backing up 
each point with large, clear illustrations of 
the forms. 


This is the first book of its type available 
anywhere. Its only purpose is to tell you 
what you should know about Purchasing 
Forms. And it does just that! 


Uarco Offers You This 
important Book Free 
Asa businessman, you will want to under- 
stand the function, design and use of your 
business forms ... if you are to buy them 
intelligently; use them efficiently. You owe 
it to yourself, to 
pin this coupon to your letterhead 
and mail for your free copy, today! 
Factories: Chicago; 
Cleveland; Oakland; 
Deep River, Connecticut; 
Watseka, Illinois—Sales 


Representatives in all 
principal cities 


LARCO 


INCORPORATED 





Business Forms 





UARCO INCORPORATED 

Room 1622, 141 W. Jackson Blvd. 

Chicago 4, Illino's 

Please send my copy of Uarco's Encyclopedia 
of Business Forms dealing with Purchasing 
Forms. 
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RAYMOND F. MENSING (#4508-1949), 
vice president and treasurer of Glass Fi- 
bers Inc., Water- 
ville, Ohio, has 
been assigned ad- 
ditional duties as 
general business 
manager of the 
firm. Mr. Men- 
sing joined Glass 
Fibers Inc., in 
1948 as control- 
ler, was elected 
secretary-treas- 
urer in Decem- 
ber 1948 and 
vice president and treasurer in October 
1949. Before his association with Glass 
Fibers, he was associated with Griffen- 
hagen and Associates, public accountants 
of Chicago; Lawrence Stern and Company 
and Stern, Wampler and Company, both 
Chicago investment firms; and was as- 
sistant tax manager of United States Gyp- 
sum Company for six years. Mr. Mensing 
received a degree of bachelor of science in 
administration from Walton College, Chi- 
cago, in 1932 


MR. MENSING 


HARVEY C. HIGGERSON (#5365-1951) 
now holds the post of cashier of the Cen- 
tral National Bank of Richmond, Virginia. 
He was formerly comptroller 


F,. GERALD HAWTHORNE (#1 265-1938) 
has been appointed to the position of sec- 
retary and treas- 
urer of the Wes- 
ton Electrical In 
strument Corpo- 
ration of New- 
ark, N. J. Mr 
Hawthorne, a 
CPA (New 
York), joined 
the Weston or- 
ganization in 
1937 as assist- 
ant comptroller. 
Prior to this as- 
sociation he was with Ernst and Ernst, 
public accountants, New York. 

Mr. Hawthorne is past president of the 
Newark Control of Controllers Institute, 
1948-1949, and is currently general chair- 
man of the Eastern Conference of the In- 
stitute to be held at Asbury Park, N. J., 
April 20-22. 


MR. HAWTHORNE 


CHARLES Z. MEYER (#1282-1938) was 
recently named vice president and comp- 
troller of the First National Bank of Chi- 
cago. Mr. Meyer, who is currently serving 
as president of Controllers Institute of 
America, previously held the title of comp- 
troller. He is a past president of the Na- 
tional Association of Bank Auditors and 
Comptrollers, as well as being active in 
several other organizations, nationally and 
in Chicago 
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Edward Rycroft Clarkson, 66, retired 
Pittsburgh merchandising executive, died 
on February 2, 1952, while vacationing in 
Orlando, Florida. 

Born in Panel, England, Mr. Clarkson 
began his career in 1915 as comptroller 
for the West India Electric Company, 
Ltd., in Kingston, Jamaica, B.W.I. He 
later came to New York and in 1918 be- 
came Pittsburgh branch manager of Peet, 
Marwick, Mitchell & Company. In 1921 
he joined Kaufmann’s. 

Mr. Clarkson served as controller, secre- 
tary, treasurer and director of Kaufmann’s 
until 1946, Following Kaufmann’s merger 
with the May Company, he continued 
with the latter firm as vice president, re- 
tiring in January 1950. 

Mr. Clarkson, retired member #563- 
1935 of Controller Institute, was president 
of the Pittsburgh Control, 1938-1939. 


Allen W. Lishawa, 74, retired secre- 
tary-treasurer and director of R. Hoe & 
Co., Inc., New York, died on February 
5, 1952. 

Mr. Lishawa served in various depart- 
ments of the Lackawanna Railroad from 
1901-1918 and then served as treasurer 
of the American Ship and Commerce 
Corporation and the United American 
Lines in New York prior to joining the 
Hoe Company in 1926 as assistant sec- 
retary. He retired in 1941. 

Mr. Lishawa was a member of Con- 
trollers Institute from 1932-1943 hold- 
ing certificate #78. 


Alexander Maurocardato, 79, for 25 
years controller and treasurer of Franklin 
Simon, New York, died on February 6, 
1952 in West Palm Beach, Fla. 


Harry L. Miller, 63, office manager 
and chief accountant since 1925 of Fibre- 
board Products, Inc., Los Angeles, Cali- 
fornia, died on February 14, 1952. 

Mr. Miller, who held membership 
certificate #888-1937 in Controllers In- 
stitute of America, served as a past na- 
tional director of the N.A.C.A. as well 
as a past president of the Los Angeles 
chapter of that organization. 


Percy W. Sterns, 63, vice president, 
treasurer and member of the Board of 
International Products Corp., New 
York, died on January 24, 1952, in 
Orange (N. J.) Memorial Hospital after 
a brief illness. 

Mr. Sterns, born in Prince Edward 
Island, was a graduate of the Institute of 
Chartered Accountants, Alberta, Can- 
ada. He had been associated with Inter- 
national Products for the last 25 years, 
entering the firm as an accountant. He 
held membership certificate #773-1936 
in Controllers Institute. 
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But Protection through AFIA 
Quickly “Puts Out” the LOSS! 





CRASHING bolt of lightning splits 

a black sky over Rio ... A ware- 
house bursts into flame, burns to the 
ground—and the first foreign venture 
of an expanding American firm faces 
disastrous loss! 

New at foreign operations—sepa- 
rated by a continent from the loss— 
confused by a maze of foreign laws, 
currencies, language . . . No wonder 
the home office was deeply concerned 
about coverage! 


A quick phone call to the firm’s 
local insurance agent brought relief 
all around. Protection WAS in effect; 
fire and extended coverage through 
American Foreign Insurance Associa- 
tion — protection against lightning 
and fire, PLUS hail, windstorm, ex- 
plosion, motor vehicle damage, fall- 
ing aircraft, many other hazards, all 
in one contract. The loss was investi- 
gated quickly on the spot—settled 
promptly—paid in American dollars 


as the policy specified. 

That here-at-home handling for 
risks abroad is a great, modern-day 
advantage for American business. A 
pioneer in this amazingly efficient 
foreign protection, AFIA can arrange 
to cover your risks, whatever they 
may be (except life)—and wherever 
located. 

Have your agent or broker get full 
information on any specific risk— 
through AFIA! 


AMERICAN FOREIGN INSURANCE ASSOCIATION 


161 WILLIAM 


STREET « 


NEW YORK 38, NEW YORK 


CHICAGO OFFICE: INSURANCE EXCHANGE BUILDING, 175 WEST JACKSON BLVD., CHICAGO 4, ILLINOIS 
SAN FRANCISCO OFFICE: MILLS BUILDING, 220 BUSH STREET, SAN FRANCISCO 4, CALIFORNIA 
WASHINGTON OFFICE: WOODWARD BUILDING, 733 15th STREET, N. W., WASHINGTON 5, D. C. 


AN ASSOCIATION OF 25 


AMERICAN CAPITAL STOCK FIRE, MARINE 


AND CASUALTY 


INSURANCE COMPANIES PROVIDING INSURANCE PROTECTION IN FOREIGN LANDS 








NATIONAL ORGANIZATION OF APPRAISAL ENGINEERS 
STANDARD APPRAISAL COMPANY 


BOSTON 6 CHURCH STREET ATLANTA 
PHILADELPHIA NEW YORK. N.Y. CHICAGO 


PITTSBURGH ST. LOUIS 











the new 


MAPI ACCOUNTING MANUAL 


@ the result of three years of work by ex- 
ecutives in capital goods and -industrial 
equipment industries, with the benefit of 
professional consultation 


@ written for effective use by senior cor- 
poration executives without a technical ac- 
counting background as well as financial 
officers in industry, accountants and ac- 
counting students 


@ timely discussion of pressing accounting 
problems: Classification and Description of 
Accounts; Financial Statements and Re- 
ports; Property, Plant and Equipment; 
Manufacturing Cost; Sales Engineering and 
Administrative Expenses; Pensions; Inter- 
nal Control and Auditing; Cost Estimating 
and Its Uses; Profit Planning and Budget- 
ing; Recognition of Changing Value of Dol- 
lar «1 0 ot ew + o 6Pohees SI600 


MACHINERY AND ALLIED PRODUCTS INSTITUTE 
Suite $05, 120 South LaSalle Street 
Chicago 3, Illinois 
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IT’S THRIFTY TO RENT NEW 


1952 PONTIACS! 


no capital investment— 


no maintenance costs— 





no repair 
charges— 


no tax 
problems— 


FOR SALESMEN, 
FLEET OPERATORS, EXECUTIVES 


Brand new cars—low monthly 
rental includes fire, theft and col- 
lision insurance — maintenance 
costs are deductible from the 
rental! A nation wide service set- 
up eliminates all problems of 
mechanical breakdowns on the 
road, wherever you may be. Flex- 
ible plans are “tailored” to your 
needs by transportation experts. 


Write or phone 


CENTRAL CITY FLEET Corp. 


DEPT. C, 1405 SPRING GARDEN STREET 








PHILADELPHIA, PENNA. 
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Disclose Practical Aspects of 
Deferred Compensation of Executives 


ESPITE THE NEED for executive incen- 

tives, such as deferred compensation 
plans, stock options, and so forth, there 
are many practical aspects which may re- 
act to the disadvantage of the executive. 
Some of these were outlined at a recent 
meeting of the New York City Control of 
Controllers Institute by George K. Mc- 
Kenzie, vice president and secrctary of the 
Flintkote Company, and Dennis Brandon 
Maduro, attorney specializing in federal 
taxation and employe benefit plans. 

Executives who participate in such 
plans, Mr. McKenzie pointed out, run the 
risk that inflation and high taxes may 
vitiate the apparent advantages in the end. 

“People who in the past have deferred 
the receipt of compensation or other re- 
muneration,” he said, ‘‘on the theory that 
the tax burden would fall more lightly in 
subsequent years, have found this largely 
illusory, and that the purchasing value of 
their dollars is diminished.”’ 

“One thing to remember is that, having 
exercised an option to buy his company’s 
stock, the executive has generally com- 
mitted himself to pay and the corporation 
is fully and legally entitled to receive the 
price agreed upon. Regardless of how the 
exercise is financed or payment is made, 
the executive once obligated must take the 
risk of all the imponderables which deter- 
mine the movement and fluctuations of 
the stock market. In periods of a declining 
market, the obligation to pay for an option 
previously exercised could work a real 
hardship on the executive—not only in the 
possibility of paying more than the going 
market price but also in raising sufficient 
cash in time of tighter money to meet his 
obligation. History has shown that under 
these conditions executives have become 
demoralized. 

“This risk undoubtedly points up the 
necessity for imposing reasonable credit 
restrictions to avoid the executive becom- 
ing over-extended, and for providing a 
long option period wherein the executive 
can ride with the ups and downs of the 
market until such time as the exercise will 
produce the desired results.” 

Another uncertainty, the speaker ob- 
served, stems from SEC restrictions on the 
sale of stock by insiders, one of which has 
the effect of forcing executives to forego 
any profit on their shares until six months 
after they have exercised their option. 
Otherwise, he explained, such executives 
might be required to turn over any profits 
on the transactions to their corporations. 

“Care must be exercised from a tax 
viewpoint,’ Mr. McKenzie continued, “so 
that benefits to be given under the con- 
tract be sufficiently contingent so that they 


cannot be presently valued, else the gov- 
ernment may tax all future payments in 
one year. However attractive deferred 
compensation might be as an estate plan- 
ning medium to assure income to widows 
and children in the event of the death of 
an individual, the device has its limita- 
tions. There obviously is a point beyond 
which the future should not be burdened 
with expenses which apply to the produc- 
tion of prior years.” 

Some companies, he added, have found 
upon re-examining their pension and 
group insurance programs that they could 
absorb a larger share of the cost borne by 
the executive, and thus give him the 
equivalent of a large increase in salary at 
a very small cost to the corporation. 

Mr. Maduro stressed the importance of 
proper timing in connection with de- 
ferred compensation plans for executives, 
because of tax considerations. ‘“The ideal 
timing for executives,’ he advised, “is to 
defer the tax impact until salary income 
ceases, and then spread out the tax over as 
many years as possible. This is best ac- 
complished in pension and profit sharing 
plans which qualify as tax exempt under 
the Internal Revenue Code. Second to 
these in advantage to executives come em- 
ployment contracts which extend pay- 
ments beyond the earned income period. 
In third place come restricted stock option 
plans.” 


Career Program 
In Controllership 
Now Underway 


A new course in “Controllership in 
Business” is now underway at the Ameri- 
can University, Washington, D. C., with 
Charles W. Tucker, comptroller of the 
Maritime Administration of the U. S. De- 
partment of Commerce as the instructor. 
Satisfactory completion of the course will 
earn graduate credits toward the degree of 
Master of Business Administration. 

Mr. Tucker, a member of the District 
of Columbia Control of Controllers In- 
stitute, which cooperated in the establish- 
ment of the course, is working closely with 
Howard G. Oberlander, controller of 
United States News Publishing Corpora- 
tion, Washington, D. C., who is chairman 
of the Education Committee of the Dis- 
trict of Columbia Control. 

Details about this and related courses 
in accountancy and business administra- 
tion are available from Nathan A. Baily, 
director of the Division of Business 
Studies, The American University, 1901 
F Street, N. W., Washington, D. C. 
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15th Anniversary To Be 
Noted by D.C. Control 


Observance of the 15th anniversary of 
the District of Columbia Control of Con- 
trollers Institute will take place on March 
25 with a dinner meeting featuring an ad- 
dress by the Honorable Everett M. Dirk- 
sen, United States Senator from Illinois. 

Members of the Baltimore and Rich- 
mond Controls will attend the anniversary 
meeting in addition to a number of na- 
tional officers of the Institute. Lady guests 
of the members have also been invited to 
attend the occasion. 

The District of Columbia Control's 
charter was granted March 31, 1937. It 
was the 13th of the Institute's 47 Controls 
to be organized. Officers of the Control 
elected to inaugurate its activity included: 
President: John R. Davies; Vice presi- 
dent: William R. Little; and Secretary- 
treasurer: Humphrey Lloyd. Directors 
were Harold G. Haydon, Ernest Leslie 
Osborne and Henry W. Sweeney. 

The Control's current officers and direc- 
tors are: President: William R. Little, con- 
troller, The Evening Star Newspaper Co. ; 
Vice president: Roy W. Wade, assistant 
controller, Capital Transit Company ; Sec- 
retary: James W. Shields, comptroller, 
Judd & Detweiller, Inc.; Treasurer: J. W. 
Upton, controller, Safeway Stores, Inc. 

Directors include: Milton A. Barlow, 
secretary, Hot Shoppes, Inc.; Robert J. 
Garner, assistant comptroller, Curtin and 
Johnson, Inc.; Jesse C. Godwin, control- 
ler, Woodward & Lothrop; Howard G. 
Oberlander, controller, United States 
News Publishing Corporation; and G. 
Stewart Phillips, comptroller, assistant 
secretary and assistant treasurer, The 
Washington Post Company. 


Producers Inventories 
Saw Big Rise in ’51 

Business firms piled up almost $10 bil 
lion in additional stocks during 1951, the 
Commerce Department reported recently 
The office of Business Economics said 
business inventories at the end of Decem- 
ber reached $69 billion, compared with 
$59 billion the year before. 

Manufacturers accounted for almost all 
the increase, with a jump of $8 billion dur- 
ing the year in the value of their inven- 
tories. Retailers and wholesalers increased 
their stocks by half a billion each. 

The department said 90 per cent of the 
rise in manufacturers’ jad represented 
actual volume of goods, while almost all 
the increase at the trade level was in prices 
rather than volume. 

The department also reported sales by 
wholesale firms during 1951 amounted to 
$106 billion—also a $10 billion increase 
over the previous year. After adjustment 
for price increases, however, unit sales in 
1951 were little changed from 1950. 
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Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


Ford, Bacon & Davis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
CHICAGO - LOS ANGELES 











What are the Advantages of 


THE NATURAL BUSINESS YEAR? 


You will find the answers to this question in an informative 


article from a recent issue of The Journal of Accountancy. 
Because many company executives, bankers and accountants 
have shown an interest in this plan to avoid the “log-jam” of 


December 31 closings, we have prepared reprints of the article. 


If vou would like a copy. please write 


Pandick Press, Ihe 


Established 1923 
22 THAMES STREET, NEW YORK 6. N. Y. 
Printers of ANNUAL Reports * Brocuures © PRosPECTUSES 
REGISTRATION STATEMENTS © PROXY STATEMENTS 
and all related documents 

















RATES: $5.00 per inch or fraction. thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month 
Address box number replies to THE CON- 
TROLLER, One East Forty-second Street, New 
York 17, N. Y. Replies will be forwarded 





HELP WANTED 





INDUSTRIAL ACCOUNTING 
Opportunity offered to young man by estab- 
lished New England firm in northeastern 
Massachusetts. Position to lead to manage- 
ment responsibility. Resourcefulness and in- 
itiative requisite. Send letter with resumé to 
Box 1087 





SITUATIONS WANTED 





EXECUTIVE 

Currently controller, secretary, and assistant 
treasurer of electronic parts manufacturer. 
Supervision of all accounting, financial, budg- 
etary, statistical, etc., matters of parent and 
two subsidiaries. Responsible for compliance 
with government controls and regulations, 
contract negotiation, and _ renegotiation. 
Twenty years’ experience in metals, machinery 
ind other durables. Wishes to locate in mid- 
West, preferably Detroit, Cleveland, Toledo 
area, Age 45, married, two children. Box 1084. 


FINANCIAL 


ASSISTANT CONTROLLER 
CHIEF ACCOUNTANT 
C.P.A,. Eleven years of public and private ac- 
counting. Broad experience covering multi- 
plant operations, standard costs, budgets, 
taxes and modern machine accounting meth- 
ods, including systems installations. Interested 
in making a ““mark"’ with an organization that 
can use ambition interlocked with ability. 
graduate in accounting with ad- 
Age 32, married, can relocate. 


University 
vanced study 
Box 1085 


EXECUTIVE-ATTORNEY-ACCOUNTANT 
desires professional or commercial connec- 
tion. Heavy tax practice and experience. Ex- 
perienced in government contracts and renego- 
tiation, Controller for large plant, controller 
and manager for estate and trusts operating 
varied businesses. Age 48. Available shortly. 
Box 1088 


MANAGER 
SYSTEMS AND PROCEDURES 

C.P.A. (New York State) experienced in or 
ganizing training programs in work simplifi- 
cation (clerical). Competent in all areas of 
mechanized accounting—from pegboards to 
electronics. Qualified in forms control, proc- 
ess charting, clerical analysis, and other tech- 
niques of my profession. Author of numerous 
published articles. Have spoken at various 
professional meetings, including Controllers 
Institute. Salary $15,000. Box 1089 





NOTE: THE CONTROLLER reserves the right to ac 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold 





Income Averaging for Taxpayers 
With Rising Income Deserves Study 


Should taxpayers with rising income be 
allowed to average their taxable income 
over a period of years? John S. Cowing, 
Philadelphia certified public accountant, 
concludes in a recent issue of The Journal 
of Accountancy that no satisfactory aver- 
aging method has yet been found, but the 
problem deserves further study. 

Mr. Cowing, a partner in Main and 
Company, CPAs, points out that the prob- 
lem is of utmost importance to every citi- 
zen; and more study should be given to the 
development and promotion of practical 
methods for accomplishing the equaliza- 
tion of the tax burden borne by indi- 
viduals. 

Averaging methods, he reports, have 
been tried in England from 1812 to 1926 
and in Wisconsin from 1928 to 1932. 
Both were abandoned. 

“The idea is again being seriously dis- 
cussed,” he notes, ‘‘by responsible tax men. 
The subject has had wide discussion by the 
taxing authorities in English-speaking 
countries for many years. 

“Though we seldom think of them as 
such,”” he writes, ‘we have in our federal 
statutes numerous features of averaging of 
income.” Some of these are carry-forward 
and carry-back of net operating losses, net 
capital loss carry-over, the ‘‘back-pay”’ pro- 
vision of the Federal Revenue Code, and 
the installment method of reporting in- 
come. 


He lists the commonest averaging meth- 
ods as the simple, moving and progres- 
sive average. 

The simple-average system, Mr. Cow- 
ing explains, consists of paying a tentative 
tax for each year of a set period. A recalcu- 
lation at the end of the period has the ef- 
fect of adjusting the total tentative tax to 
equal the amount that would have been 
paid if the income had been received in 
equal amounts. 

The moving-average method is based on 
the average income of a set number of 
years, This average ‘‘moves’’ each year by 
including current income and dropping 
that of the earliest year. 

The progressive-average is a method 
similar to the moving average in its basic 
concepts advocating that the tax burden 
be equalized within three periods of the 
entire life of the taxpayer. 

Among the advantages claimed for aver- 
aging, Mr. Cowing lists the arguments that 
it promotes tax equality, simplicity and sta- 
bility; equalizes tax on fluctuating in- 
comes; encourages investment in new en- 
terprise; reduces litigation; and makes 
unnecessary many complicated rules and 
regulations. 

Disadvantages include the requiring of 
more mathematical calculations; increased 
difficulty from errors; and added trouble 
in collecting taxes during years of reduced 
income. 





MARK YOUR CALENDAR 





CONTROLLERS INSTITUTE 
1952 


Date Conference 


MARCH 28-29 Southern 
APRIL 20-22 
MAY 8-10 

MAY 25-27 


APRIL 7-9 


Eastern 
Pacific Coast 
Midwestern 


ACCOUNTANTS 


OcT. 5-8 ANNUAL MEETING 


NATIONAL CONFERENCE OF ELECTRICAL & GAS UTILITY 


City 
DALLAS 
ASBURY PARK 
SAN FRANCISCO 
CINCINNATI 
NEW YORK 


Hotel 


Adolphus 
Berkeley Carteret 
St. Francis 
Netherland Plaza 


Sheraton-Cadillac* & Statler DETROIT 


* formerly Book-Cadillac 
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Alou Dua Aeon 
Comptometer 


One machine that gives you the advantages of two! 


Designed to be “‘split’ in two—so your operator can calculate problems 
on one side—and accumulate results on the other! And yet it converts 
instantly into a full-keyboard Comptometer Adding-Calculating Machine. 


The only 2-in-1 machine with 
these exclusive features: 


TWO INDEPENDENT KEYBOARDS! 
—the new Dual-Action Comptometer 
can be split at any point into two 
completely independent registers! 


TWO SEPARATE ANSWER REGISTERS! 
—sub-totals can be cleared from the 
right half of the machine without 
Now available in 
electric and 
PLUS non-electric models. 
—3-way Error Control— 
4 Direct Action—Floating Touch 
TWO CANCELING LEVERS! —Giant Answer Numerals— 
—one for each register! me = both answer dials at same eye level. 


If you'd like a FREE copy of the new Dual-Action Comptometer booklet, 
fill out the coupon below and mail to Felt & Tarrant Mfg. Co. 


1734 N. Paulina Street, Chicago 22, Illinots. 


REG. U. S. PAT. OFF, . 
firm Name 


ADDING-CALCULATING MACHINES 


(electric and non-electric models) & f ’ Address 


Made only by Felt & Tarrant Mfg. Co., and sold exclusively by its Comptometer 
Division, 1734 N. Paulina Street, Chicago 22, Illinois. Offices in all principal citie FELT & TARRANT City 











"3 National Machines 
save us $27,000 


"f 
a year eee tee Upjohn conan 


"Three National Payroll-Accounting Machines save us 
$27,000 a year, which returns their cost every 8 
months. We use these machines for payroll writing, 
analysis and distribution and other accounting jobs. 


"Recently we installed two of your Class 31 Account- 






NATIONAL PAYROLL-ACCOUNTING MACHINE. 
(Model used by Upjohn). Has 25 payroli totals, and 
42 totals for analysis and distribution. 





ing Machines for General Accounting work and have 
recently ordered another for still another job. We 
expect to effect substantial savings with them as well. 


"We also use National Cash Registers in our cafeterias 
and canteens, and National Adding Machines in our 
offices. These machines, too, have paid for them- 
selves through savings and other benefits." 





National machines promote accuracy in 
accounting by doing up to % of the 
work automatically—and what machines 
do automatically the operators cannot 
do wrong. 


National machines soon pay for them- 
selves out of the money they save, then 


THE NATIONAL CASH REGISTER COMPANY, DAYTON 9, OHIO 


OAK nar 


Vice President & Treasurer 
The Upjohn Company 






Typical medicines, 





produced with care by 
Upjohn , internationally 
known manufacturer of 


pharmaceuticals. 


The Upjohn Company (Kala- 
mazoo, Michigan) knows the vital 
necessity of accuracy in their in- 


gredients and their compounding. 


go on year after year returning their 
cost as a handsome profit. 


There is a model for every size and type 
of business. Let the local National rep- 
resentative, a trained systems analyst, 
show what you can save with the 
National System suited to your needs. 








NATIONAL SALES REGISTER. 
Pays for itself in Upjohn’s cafeterias by speeding service 
and enforcing correct recordings of transactions. 





NATIONAL CLASS 31 ACCOUNTING MACHINE. 
(Recently installed by Upjohn). Latest development for 
multiple-duty accounting, with electrified typewriter. 





NATIONAL ADDING MACHINE. 
(Model shown used by Upjohn). Has time-saving fea- 
tures never before combined on one adding machine. 


ACCOUNTING MACHINES 


CASH REGISTERS e ADDING MACHINES 
a i 








